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British  Columbia’s  Public  Accounts 


Setting  Tke  C 


ourise 


British  Columbia’s  Public  Accounts  are  designed  to  present  financial  statements  which  fully  and  appropri¬ 
ately  disclose  the  financial  position  of  the  government.  In  cooperation  with  the  Auditor  General  and  the  Standing 
Committee  on  Public  Accounts,  we  continue  to  make  improvements  to  better  meet  the  needs  of  all  users. 


In  the  past  year,  there  have  been  significant  strides  in  dealing  with  the  Auditor  General’s  concerns  under 
the  reseiwation  contained  in  his  Audit  Report  on  the  1996/97  financial  statements  of  the  province.  Two  of  the  three 
^qualifications  on  our  financial  statements,  funded  debt  of  health,  education  and  transit  organizations  and  land,  are 
being  addressed.  The  land  issue  has  been  dealt  with  this  year  and  both  issues  should  be  eliminated  by  fiscal  1 999/00. 
The  third  qualification,  the  reporting  entity,  is  still  under  discussion  and  is  tied  to  developments  in  other  provinces. 


With  respect  to  funded  debt  of  health,  education  and  transit  organizations,  it  has  been  agreed  that  the 
pro\dnce  will  restructure  its  social  capital  funding  mechanism.  The  province  will:  forgive  the  funded  portion  of 
loans  to  agencies;  directly  assume  funded  guaranteed  debt;  and,  establish  a  system  of  prepaid  capital  grants  for 
advanced  funds.  When  implemented,  the  new  arrangement  will  answer  the  Auditor  General’s  concerns  regarding 
guaranteed  debt  and  fiscal  agency  loans  funded  through  future  appropriations. 


I  We  continue  to  make  progress  on  the  capitalization  of  tangible  capital  assets  on  dealing  with  the  Auditor 

j  General’s  concern  with  respect  to  the  omission  of  land  values.  Capitalized  assets  of  the  Consolidated  Revenue  Fund 
(CRT)  now  include  parklands,  a  major  part  of  acquired  land  of  the  CRT.  Additional  land  will  be  brought  on  as  the 
i  associated  assets  are  capitalized.  A  schedule  for  the  capitalization  of  remaining  asset  classes  has  been  approved  and 
I  all  major  asset  classes  should  be  recorded  and  duly  amortized  by  fiscal  year  2001/02. 

I  The  reporting  entity  of  the  Summary  Financial  Statements  remains  unchanged  from  fiscal  1996/97  and 

;  continues  to  be  a  matter  for  discussion  with  the  Auditor  General.  Comparison  with  other  jurisdictions  indicates  that 
I  we  are  generally  in  accord  with  the  practices  of  most  other  provinces  in  Canada.  We  will,  however,  continue  the 
i  discussion  with  our  Auditor  General  with  a  view  of  resolving  the  matter  to  our  mutual  satisfaction.  We  will  also 
1  continue  our  practice  of  disclosing  the  financial  impact  of  the  Auditor  General’s  recomended  reporting  entity  in 
I  our  reports. 


I  For  this  year’s  Public  Accounts,  we  have  also  implemented  a  “private  sector”  financial  statements 

I  presentation.  We  continue  to  include  the  net  debt  number  as  part  of  the  notes  to  the  financial  statements  so  that  no 
i  information  is  lost  to  statement  users. 


'  Finally,  with  a  view  of  improving  the  timeliness  and  usefulness  of  information  provided  in  the  Public 

Accounts  we  have,  in  consultation  with  the  Standing  Committee  on  Public  Accounts,  discontinued  printing  the 
former  Volume  3  and  the  Detailed  Schedule  of  Payments  (former  Section  D  of  Volume  2).  These  are  included  on 
I  the  Internet  at  http://www.fm.gov.bc.ca.  Section  D  now  contains  a  search  capability. 

;  The  Ministry  of  Finance  and  Corporate  Relations  looks  forward  to  continuing  its  work  on  the  Public 

■  Accounts  with  the  Standing  Committee  on  Public  Accounts  and  the  Office  of  the  Auditor  General. 
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Piitlic  Accounts  Content 

The  Public  Accounts  are  divided  into  two  volumes  as  follows: 


Volume  1 — Annual  Report 

Overview — ^provides  a  written  commentary  on  the 
numbers  reported  in  the  Summary  Financial  State¬ 
ments  plus  additional  information  on  the  financial 
performance  of  the  government. 

Summary  Financial  Statements — these  audited  state¬ 
ments  have  been  prepared  to  disclose  the  economic  im¬ 
pact  of  the  government’s  activities.  They  aggregate  the 
Consolidated  Revenue  Fund  and  government  organiza¬ 
tions  and  enterprises. 

Additional  Information  (Unaudited) — these  sched¬ 
ules  provide  additional  information  on  the  results  of 
the  Health  and  Education  Sectors  outside  of  the  gov¬ 
ernment  reporting  entity  as  they  are  part  of  a  prov¬ 
ince-wide  program  but  are  locally  based  and  have  an 
initial  accountability  to  a  local  board. 

Volume  2 — Financial  Statements  and  Schedules 
of  the  Consolidated  Revenue  Fund 

Consolidated  Revenue  Fund  Financial  Statements — these 
audited  statements  include  the  accounts  of  the  Consoli¬ 
dated  Revenue  Fund,  combining  the  activities  of  the  Gen¬ 
eral  Fund  with  funds  earmarked  for  specific  purposes,  Spe¬ 
cial  Funds. 

Supplementary  Schedules  to  the  Financial  Statements — this 
section  contains  schedules  which  support  the  information 
presented  in  the  province’s  Consolidated  Revenue  Fund  Fi¬ 
nancial  Statements,  including  details  of  expenditures  by 
ministerial  appropriations,  together  with  an  analysis  of 
stamtory  appropriations  and  Special  Accounts  and  Special 
Funds  transactions. 

This  publication  is  available  on  the  Internet 
at:  http://www.fin.gov.bc.ca 


Supplementary  Information  Available 

The  following  information  is  also  available  on  the 
Internet  at:  http://www.fm.gov.bc.ca 

Detailed  Schedules  of  Payments — ^this  section  con¬ 
tains  detailed  schedules  of  salaries,  wages,  travel  ex¬ 
penses,  grants  and  other  payments. 

Financial  Statements  of  Government  Organizations 
and  Enterprises — ^this  section  contains  a  summary  of  the 
latest  audited  financial  statements  of  government  or¬ 
ganizations  and  enterprises  included  in  the  reporting 
entity. 

Trust  Funds  Financial  Statements — this  section  con¬ 
tains  the  latest  audited  financial  statements  of  the  pen¬ 
sion,  superannuation  and  long-term  disability  funds 
administered  by  the  government.  A  summary  of  finan¬ 
cial  information  for  trust  funds  is  also  included  in  this 
section. 

Summaries  of  Financial  Statements  of  Corporations 
and  Agencies  to  which  the  Financial  Information  Act  ap¬ 
plies — this  section  contains  summaries  of  the  financial 
statements  of  corporations,  associations,  boards,  com¬ 
missions,  societies  and  public  bodies  required  to  re¬ 
port  under  the  Financial  Information  Act  (R.S.B.C.  1996, 
chap.  140,  sec.  2). 
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I  Annual  Report  for  1 997/98 

\  Summary  Overview  of  199^/98 


Summary  Financial  Highlights 

In  Millions 

1997/98  1996/97 


$  $ 

;  Revenue .  23,525  23,181 

'  Expense .  (21,825)  (21,662) 

Debt  senicing .  (2,198)  (2,219) 


Net  operating  expense .  (498)  (700) 

Increase  (decrease)  in  unremitted  earnings  of  government  enterprises .  66  (53) 


j  Deficit  for  the  year .  (432)  (*753) 

I  Net  deficiency  beginning  of  year .  (9,780)  (9,027) 

j  Adjustment .  (17) 


Net  deficiency  end  of  year .  (10,229)  (9,780) 


!  Total  revenue  in  1997/98  (both  government  and 

I  government  organizations)  was  $23,525  million  or 
1  $344  million  more  than  in  1996/97  mainly  due  to  in- 
I  creases  in  recoveries  ($136  million),  contributions 
I  from  government  enterprises  ($1 19  million) ,  taxation 
j  ($94  million),  and  fees  and  licences  ($42  million). 

I  Revenue  increases  were  partially  offset  by  a  reduction 
in  contributions  from  the  federal  government  ($119 
i  million). 


Revenue 


Taxation  58% 


Miscellaneous  2% 


Natural  Resources  11% 


Contributions  from 
Government  Enterprises  5% 


Fees  and 
Licences  1 


Contributions  from  the 
Federal  Government  8% 


Investment 
Earnings  2% 


J  Recoveries  5% 


Expense 


I  Health  31% 
m  Social  Services  13% 


Natural  Resources 
and  Economic 
Development  7% 


Education  24% 


Other  4% 


Protection  of  Persons 
and  Property  4% 


Transportation  7% 


General  Government  1  % 
Debt  Servicing  9% 


Total  operating  expenses,  including  debt  servic¬ 
ing,  were  $24,023  million,  an  increase  of  $142  million 
over  1996/97.  The  expense  increase  was  primarily  due 
to  increases  in:  health  ($246  million);  social  services 
($82  million);  natural  resources  and  economic  devel¬ 
opment  ($78  million);  general  government  ($50  mil¬ 
lion);  and  education  ($14  million).  The  increases  in 
expenses  were  partially  off-set  by  reductions  in  ex¬ 
penses  for:  transportation  ($188  million);  protection 
of  persons  and  property  ($40  million);  debt  servicing 
costs  ($21  million);  and  other  ($79  million). 
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Public  Accounts — Volume  1 


Overview  of  Provincial  Financial  Reporting 


The  province  publishes  financial  statements, 
showing  its  financial  position,  in  terms  of  assets  and  li¬ 
abilities;  the  results  of  operations,  in  terms  of  revenues 
and  expenses;  and  the  change  in  financial  position,  in 
terms  of  the  sources  and  uses  of  financial  resources. 
These  are  general  purpose  statements  that  serve,  to  the 
extent  possible,  the  needs  of  a  variety  of  users.  The 
statements  are  audited  and  issued  annually.  Although 
addressed  to  the  Legislature,  they  are  available  to  all  in¬ 
terested  parties. 

The  Public  Accounts  in  which  these  financial 
statements  are  published  provide  information  at  vari¬ 
ous  levels  of  responsibility. 

The  Financial  Administration  Act  defines  the  gov¬ 
ernment  statements  as  those  of  the  Consolidated  Reve¬ 
nue  Fund.  Hence,  the  main  focus  of  the  budget  data 
and  Estimates  debate  for  each  fiscal  year  is  the  Consoli¬ 
dated  Revenue  Fund  (CRT).  Volume  2  of  the  Public 
Accounts  focuses  on  various  levels  of  activities  of  the 
CRF  and  provides  a  comparison  of  estimated  or  appro¬ 
priated  revenues  and  expenses  and  actual  activities. 
The  Consolidated  Revenue  Fund  is  comprised  of  the 
government  operating  account.  Special  Accounts  and 
Special  Funds. 

To  provide  an  overview  of  the  responsibilities  of 
the  government,  the  Summary  Financial  Statements 
are  prepared  to  reflect  the  combined  results  of  the  gov¬ 
ernment  and  Crown  corporations.  These  statements 
are  intended  to  provide  an  accounting  of  the  provin¬ 
ce’s  financial  affairs  and  resources,  including  the  re¬ 
lated  activities  of  the  Crown  entities. 

Principles  of  Consolidation 

Crown  entities  are  ultimately  classified  as  govern¬ 
ment  organizations  or  government  enterprises.  The 
method  used  to  consolidate  their  results  with  the  rest 
of  government  is  determined  by  that  classification. 


A  government  organization  is  defined  as  an  organi¬ 
zation  that  is  accountable  for  the  administration  of  its  fi¬ 
nancial  affairs  and  resources  either  to  a  minister  of  the 
government  or  directly  to  the  Legislature,  and  is  owned 
or  controlled  by  the  government  with  certain  specified 
exceptions  {see  Reporting  Entity  on  page  A26). 

A  government  enterprise  is  a  government  organi¬ 
zation  that  sells  goods  and/ or  services  to  persons  out¬ 
side  the  government  entity  and  can,  in  the  normal 
course  of  its  business,  maintain  its  operations  and  meet 
its  liabilities  from  revenue  derived  from  sources  out¬ 
side  the  government  reporting  entity. 

The  methods  of  consolidation  used  to  prepare 
the  Summary  Financial  Statements  are  “full  consolida¬ 
tion”  or  “modified  equity.”  Full  consolidation  is  used 
for  government  organizations  while  modified  equity  is 
used  for  government  enterprises. 

For  full  consolidation,  the  government  adjusts 
the  accounts  of  government  organizations  to  be  consis¬ 
tent  with  the  accounting  policies  of  the  Consolidated 
Revenue  Fund  (CRF).  Operating  and  financial  results 
are  combined  on  a  “line-by-line”  basis.  Gross  revenue 
and  expense  of  the  Summary  Financial  Statements, 
therefore,  include  the  total  revenue  of  the  CRF  and  the 
government  organizations  as  well  as  their  assets  and  li¬ 
abilities.  vAmounts  transferred  or  owing  between  these 
entities  are  eliminated  from  the  statement  totals. 

For  modified  equity  consolidation,  there  is  no  ad¬ 
justment  to  conform  to  the  government’s  accounting 
policies.  The  only  eliminations  are  the  profit  element 
in  inter-entity  transactions  and  certain  increases  in 
contributed  surplus.  Otherwise,  the  original  invest¬ 
ment  of  the  government  is  included  at  cost  and  ad¬ 
justed  annually  to  include  the  net  earnings/losses  and 
other  net  equity  changes  of  the  enterprises.  The 
amount  included  in  the  current  year  operating  results 
of  the  Summary  Financial  Statements  is  the  change  in 
unremitted  earnings. 
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Page  A51  and  A52  list  the  individual  government 
organizations  that  are  fully  consolidated,  by  sector, 
and  the  government  enterprises  recorded  on  the 
modified  equity  basis. 


The  table  below  is  a  reconciliation  of  the  Consoli¬ 
dated  Revenue  Fund  and  Estimates  to  the  Summary  Fi¬ 
nancial  Statements. 


Reconciliation  of  the  Consolidated  Revenue  Fund  and  Estimates 


to  the  Summary  Financial  Statements 

In  Millions 

1997/98 

Estimated^ 

1997/98 

Actual 

1996/97 

Actual 

Consolidated  Revenue  Fund  (CRF) 

$ 

$ 

$ 

Revenue . 

Expense . 

20,286 

(20,471) 

20,285 

(20,437) 

20,209 

(20,546) 

CRF  Net  Operating  Revenue  (Expense) . 

(185) 

(152) 

(337) 

Summaiy  Einancial  Statements 

Government  Organizations 

Revenue . . . 

Expense . 

3,195 

(3,226) 

3,126 

(3,054) 

Net  Expense  of  Government  Organizations . 

(31) 

72 

Net  eliminations  of  inter-entity  transfers  and  other  adjustments: 

Revenue . 

Expense . 

45 

(360) 

(178) 

(257) 

Government  Organizations  Net  Revenue  (Expense) . 

(346) 

(363) 

Government  Enterprises 

Revenue . 

Expense . 

8,284 

(6,957) 

7,884 

(6,809) 

Net  Earnings . 

Less:  transfers  and  dividends  included  in  CRF  revenue . 

Accounting  policy  and  other  adjustments . 

1,327 

(1,260) 

(1) 

1,075 

(1,141) 

13 

Increase  (decrease)  in  unremitted  earnings  of  Government  Enterprises.. 

66 

(53) 

Government  Organizations  and  Enterprises  Net  Revenue  (Expense) . 

(701) 

(280) 

(416) 

Summary  Einancial  Statement  Net  Revenue  (Expense)  for  the  year . 

(886) 

(432) 

(753) 

h997/98  Estimated  figures  are  from  page  1  of  the  1997/98  Estimates  and  from  page  25  of  the  Budget  97  Reports  “Summary  Financial 
Statements  and  Accounting  Policy  Changes.” 
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Debt  Reporting 

The  Summary  Financial  Statements  include  the  prises  and  guaranteed  debt.  The  following  table  is  a 

debt  of  the  Consolidated  Revenue  Fund  and  govern-  reconciliation  between  the  Summary  Financial  State¬ 

ment  organizations.  In  comparison,  the  Debt  Statistics  ments  to  the  Debt  Statistics  Report. 

Report  also  includes  the  debt  of  government  enter- 

Reconciliation  of  the  Summary  Financial  Statements 
to  the  Debt  Statistics  Report 

In  Millions 

1997/98  1996/97 

Actual  Actual 

$  $ 

Consolidated  Revenue  Fund  (CRF) 

Warehouse  Program . . .  212  100 

Fiscal  Agency  Loan  Program .  16,505  15,830 

Government  Operating .  11,474  11,031 

Total  Public  Debt  on  the  CRF  Balance  Sheet .  28,191  26,961 

Government  Organizations 

Fiscal  Agency  Loan  Program .  5,231  5,184 

Direct  Borrowing .  4,633  4,260 

Other  long-term  debt .  125  114 

Total .  9,989  9,558 

Less:  amounts  owed  within  the  reporting  entity .  (9,084)  (8,489) 

Total  debt  of  government  organizations  owed  to  organizations  outside  the  reporting 

entity .  905  1,069 

Total  Public  Debt  on  the  Summary  Balance  Sheet .  29,096  28,030 

Debt  included  in  “Equity  in  Government  Enterprises”  (5cc  A58) 

Eiscal  Agency  Loan  Program .  7,038  7,043 

Eiscal  Agency  Loan  Program  year-end  adjustment .  57  21 

Direct  borrowing .  928  962 

Direct  borrowing  of  government  organizations’  joint  ventures .  48  48 

Total  debt  of  government  enterprises .  8,071  8,074 

Less:  amounts  owed  within  the  reporting  entity .  (7,095)  (7,064) 

Accounting  adjustments .  (79)  (34) 

Total  debt  of  government  enterprises  owed  to  organizations  outside  the  reporting  entity  897  976 

Contingent  Debt  of  the  Summary  Reporting  Entity 

Contingent  debt  (5cgA45) .  880  1,094 

Less:  guaranteed  debt  of  government  enterprises  (included  above) .  (691)  (853) 

Contingent  debt  included  in  the  Debt  Statistics  Report .  189  241 

Total  Debt  in  the  Debt  Statistics  Report^ .  30,182  29,247 


*  Figures  based  on  preliminary  unaudited  1998  Debt  Statistics  Report 
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Government  Accounting  Policies 

Tangible  Capital  Assets 

Since  fiscal  1995/96,  the  government’s  financial 
statements  have  recorded  as  assets  some  tangible  capi¬ 
tal  assets  held  by  the  government.  As  part  of  a 
long-term  plan,  most  assets  held  by  government  or¬ 
ganizations  and  certain  land,  vehicles,  buildings,  main¬ 
frame  and  mini-computer  systems  held  by  the  prov¬ 
ince  were  capitalized  (recorded  on  the  Balance  Sheet) 
and  will  be  amortized  as  appropriate  to  the  nature  and 
use  of  each  asset  type. 

A  capitalization  plan  and  timetable  have  been  de¬ 
veloped  and  agreed  to  with  the  Auditor  General.  For 
fiscal  1997/98  and  consistent  with  the  plan,  the  gov¬ 
ernment  has  begun  phasing  in  the  capitalization  of 
land  in  the  Consolidated  Revenue  Fund  as  the  related 
infrastructure  is  capitalized.  Parklands  and  freshwater 
ferries  and  landings  were  added  to  the  capitalized  asset 
groups.  All  capital  assets  of  other  government  organi¬ 
zations,  except  highways,  were  recognized.  It  is  antici¬ 
pated  that  all  major  asset  classes  will  be  capitalized  by 
fiscal  year  2001/02. 


Capitalizing  tangible  capital  assets  will  not  impact 
the  amount  of  debt  reported  by  the  province.  It  is  now 
easier  to  determine  which  portion  of  the  debt  is  attribut¬ 
able  to  operating  deficits  and  how  much  was  borrowed 
in  order  to  build  or  acquire  tangible  capital  assets.  As 
capitalization  proceeds,  this  breakdown  will  become 
more  accurate  and  easier  to  obtain.  Capitalization  pro¬ 
vides  better  program  costing  since  it  ensures  costs  are 
matched  to  periods  when  service  is  provided. 

The  audited  Summary  Financial  Statements’ 
Note  14  (wpage  A36) ,  the  audited  Consolidated  Reve¬ 
nue  Fund  Financial  Statements’  Note  14  (see  page 
B18),  and  the  unaudited  schedule  of  Tangible  Capital 
Assets  and  Schedule  of  Depreciation  (see  page  CIO) 
provide  details  of  the  government’s  current  best  esti¬ 
mate  of  its  inventory  of  tangible  capital  assets. 
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Summary  Financial 
Statements 


Public  Accounts 
Annual  Report  1997-98 


Report  of  the  Auditor  General 
of  British  Columbia 


SUMMARY  FINANCIAL  STATEMENTS 
PROVINCE  OF  BRITISH  COLUMBIA 


To  the  Legislative  Assembly 
of  the  Province  of  British  Columbia 
Parliament  Buildings 
Victoria,  British  Columbia 


I  have  audited  the  balance  sheet  of  the  Province  of  British  Columbia  as  at  March  31,  1998 
and  the  statements  of  operations  and  of  changes  in  cash  and  temporary  investments  for  the  year 
then  ended.  These  financial  statements  are  the  responsibility  of  the  government.  My 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  my  audit. 

I  conducted  my  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  I  plan  and  perform  an  audit  to  obtain  reasonable  assurance  whether  the 
financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation.  In  the  conduct  of 
my  audit,  I  have  received  all  the  information  and  explanations  I  have  required. 

Reservation 

In  preparing  these  statements  the  government  did  not  include  the  regional  hospital  districts, 
public  health  care  organizations,  universities,  colleges  and  institutes,  and  school  districts.  These 
organizations  meet  all  requirements  of  the  govemmenfs  general  accounting  policy  on  the 
reporting  entity  which  provides  for  the  inclusion  in  the  Summary  Financial  Statements  of 
organizations  that  are  accountable  for  the  administration  of  their  financial  affairs  and  resources 
either  to  a  minister  of  the  government  or  directly  to  the  Legislature,  and  that  are  owned  or 
controlled  by  the  government.  Their  exclusion  is  based  on  a  decision  by  the  government,  stated 
in  note  1(a)  of  these  statements,  that  when  an  entity  is  part  of  a  Province-wide  program,  is 
locally-based,  and  has  initial  accountability  to  a  local  board,  it  is  excluded  from  consideration  as 
being  accountable  to  a  minister  of  the  government  or  directly  to  the  Legislature  for  the  purposes 
of  the  Summary  Financial  Statements.  This  decision  selectively  excludes  the  above-mentioned 
organizations  which  are,  nevertheless,  accountable  to  the  government.  Therefore  the  regional 
hospital  districts,  public  health  care  organizations,  universities,  colleges  and  institutes,  and 
school  districts  should  be  included  in  the  summary  reporting  entity. 
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AUDITOR  GENERAL’S  REPORT 
SUMMARY  FINANCIAL  STATEMENTS 
PROVINCE  OF  BRITISH  COLUMBIA 


Had  the  regional  hospital  districts,  public  health  care  organizations,  universities,  colleges  and 
institutes,  and  school  districts  been  included  in  these  statements,  the  total  assets  as  at 
March  31,  1998  would  increase  by  $4,307  million  ($3,914  million  for  1997),  total  liabilities  as  at 
March  31,  1998  would  increase  by  $  1 ,420  million  ($1,338  million  for  1997),  and  the  net 
deficiency  as  at  March  31,  1998  would  decrease  by  $2,887  million  ($2,576  million  for  1997). 
Similarly,  there  would  be  an  increase  in  revenue  for  the  year  ended  March  3 1,1998  of 
$1,331  million  ($1,112  million  for  1997),  and  an  increase  in  expense  for  the  year  then  ended  of 
$1,181  million  ($1,021  million  for  1997),  resulting  in  a  decrease  in  annual  deficit  for  the  year 
ended  March  31,  1998  of  $150  million  ($91  million  for  1997).  These  changes  include  the  effect 
of  eliminating  on  consolidation  amounts  totaling  $5,018  million  ($4,964  million  for  1997) 
described  in  the  balance  sheet  as  “Loans  for  the  purchase  of  assets,  recoverable  through  future 
appropriations.” 


Opinion 


I  report  in  accordance  with  Section  10  of  the  Auditor  General  Act  RSBC  1996  chapter  23.  In 
my  opinion,  except  for  the  effects  on  the  financial  statements  of  the  matters  referred  to  in  the 
preceding  reservation  paragraphs,  these  financial  statements  present  fairly,  in  all  material 
respects,  the  financial  position  of  the  Province  of  British  Columbia  as  at  March  31,  1998,  and  the 
results  of  its  operations  and  the  changes  in  its  cash  and  temporary  investments  for  the  year  then 
ended,  in  accordance  with  the  stated  accounting  policies  as  set  out  in  note  1  to  these  financial 
statements  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


Victoria,  British  Columbia 
July  3,  1998 


FROM  THE 

®  Auditor  General 

of  British  Columbia 
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Summary  Financial  Statements 
Balance  Sheet 
as  at  March  31,  1998 


Assets 

Cash  and  temporaiy  investments . 

Warehouse  Program  investments . 

i  Accounts  receivable . 

Inventories . 

Due  from  other  governments . 

I  Equity  in  government  enterprises . 

j  Loans,  advances  and  mortgages  receivable . 

Other  investments . 

Loans  for  purchase  of  assets,  recoverable  from  agencies . 

Other  assets . 

Loans  for  purchase  of  assets,  recoverable  through  future  appropriations 
'  Tangible  capital  assets . 


Liabilities  and  Net  Equity 

;  Accounts  payable  and  accrued  liabilities . 

Due  to  other  governments . 

;  Due  to  Crown  corporations,  agencies  and  funds . 

j  Deferred  revenue . 

Unfunded  pension  liabilities . 

i  Public  debt,  used  for  Warehouse  Program  investments . 

1  Public  debt,  used  for  government  operating  purposes . 

'  Public  debt,  used  for  loans  under  the  Fiscal  Agency  Loan  Program 
I  Other  debt . 

I 

I  Net  equity  (deficiency) . 


In  Millions 


Note 

1998 

1997 

$ 

$ 

,  3 

1,298 

1,098 

.  4 

212 

100 

.  5 

2,279 

2,578 

,  6 

48 

47 

.  7 

235 

165 

,  8 

3,207 

2,975 

.  9 

166 

157 

,  10 

360 

288 

.  11 

7,634 

7,561 

.  12 

238 

222 

.  13 

5,018 

4,964 

,  14 

4,425 

4,356 

25,120 

24,511 

15 

2,507 

2,517 

16 

230 

205 

17 

149 

129 

18 

579 

547 

19 

2,788 

2,863 

20 

212 

100 

21 

16,107 

15,291 

22 

12,652 

12,525 

23 

125 

114 

35,349 

34,291 

24 

(10,229) 

(9,780) 

25,120 

24,511 

'  Contingencies  and  commitments .  25 

i  Net  liabilities .  30 


The  accompanying  notes  and  supplementary  statements  are  an  integral  part  of  these  financial  statements. 

Prepared  in  accordance  with  the  accounting  policies  as  determined  by 
Treasury  Board. 


ARNVANIERSEL 
Comptroller  General 
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PROVINCE  OF  BRITISH  COLUMBIA 


Summary  Financial  Statements 
Statement  of  Operations 
for  the  Fiscal  Year  Ended  March  31,  1998 

In  Millions 
1998  1997 

Revenue  $  $ 

Taxation  (Note  26) .  13,440  13,346 

Natural  resources .  2,681  2,671 

Fees  and  licences .  2,027  1,985 

Investment  earnings .  583  570 

Miscellaneous .  489  440 

Contributions  from  government  enterprises .  1,260  1,141 

Contributions  from  the  federal  government .  1,931  2,050 

Recoveries .  1,114  978 

Total  revenue .  23,525  23,181 

Expense 

Health .  7,364  7,118 

Social  services .  3,181  3,099 

Education .  5,787  5,773 

Protection  of  persons  and  property .  950  990 

Transportation .  1,699  1,887 

Natural  resources  and  economic  development .  1,566  1,488 

Other .  921  1,000 

General  government .  357  307 

Debt  servicing .  2,198  2,219 

Total  operating  expense  (Note  27) .  24,023  23,881 

Net  operating  expense  for  the  year .  (498)  (700) 


Non-Operating  Transactions 

Increase  (decrease)  in  unremitted  earnings  of  government  enterprises  (Note  8)  ....  66  (53) 

Consolidated  Net  (Expense)  for  the  Year  (Note  29)  .  (432)  (753) 


The  accompanying  notes  and  supplementary  statements  are  an  integral  part  of  these  financial  statements. 


PUBLIC  ACX:OUNTS  1997/98 


A  25 


Summary  Financial  Statements 
Statement  of  Changes  in  Cash  and  Temporary  Investments 
for  the  Fiscal  Year  Ended  March  31,  1998 


In  Millions 


1998 

1997 

Disburse¬ 

Receipts 

ments 

Net 

Net 

Operating  Transactions 

$ 

$ 

$ 

$ 

Consolidated  net  expense  for  the  year . 

(432) 

(753) 

Non-cash  items  included  in  consolidated  net  expense: 

Amortization  of  tangible  capital  assets . 

289 

270 

Amortization  of  Public  Debt  deferred  revenues 

and  deferred  charges . 

17 

25 

Concessionary  loan  adjustments  increases  (de- 

creases) . 

10 

(2) 

Valuation  adjustments . 

41 

40 

Accounts  receivable  decreases  (increases) . 

278 

(46) 

Inventories  decreases  (increases)  . 

(1) 

16 

Due  from  other  governments  decreases  (increases)  ... 

(70) 

12 

Equity  in  government  enterprises  (increases) . 

(241) 

(15) 

Other  assets  (increases) . 

(16) 

(57) 

Accounts  payable  increases  (decreases) . 

(10) 

114 

Due  to  other  governments  increases  (decreases) . 

25 

(30) 

Due  to  Crown  corporations,  agencies  and  funds  in¬ 

creases  . 

20 

16 

Unfunded  pension  liabilities  (decreases) . 

(75) 

(26) 

Items  applicable  to  future  operations  increases . 

58 

72 

Consolidation  of  Legal  Services  Society . 

(17) 

Cash  (used  for)  operations . 

(124) 

(364) 

Investment  Transactions 

Tangible  capital  assets — net  (acquisitions) . 

358 

(358) 

(1,141) 

Loans,  advances  and  mortgages  receivable — net  (issues) . 

6 

35 

(29) 

(22) 

Other  investments — net  disposal  gain  (loss) . 

72 

(72) 

(120) 

Cash  (used  for)  investments . 

6 

465 

(459) 

(1,283) 

Total  financing  (requirements) . 

(583) 

(1,647) 

Financing  Transactions^ 

Other  debt  increases . 

11 

11 

13 

Public  Debt  increases . 

18,998 

18,027 

971 

922 

Derived  from  (used  for)  Warehouse  Program  invest¬ 

ments . 

(646) 

(534) 

(112) 

795 

Derived  from  (used  for)  Fiscal  Agency  Loan  Program 

(8,052) 

(7,965) 

(87) 

158 

•  Cash  derived  from  financing . 

10,311 

9,528 

783 

1,888 

Increase  in  cash  and  temporary  investments . 

200 

241 

Balance — beginning  of  year . 

1,098 

857 

Balance — end  of  year . 

1,298 

1,098 

Financing  transaction  receipts  are  from  debt  issues  and  disbursements  are  for  debt  repayments. 

The  accompanying  notes  and  supplementary  statements  are  an  integral  part  of  these  financial  statements. 
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PROVINCE  OF  BRITISH  COLUMBIA 


Notes  to  Summary  Financial  Statements 
for  the  Fiscal  Year  Ended  March  31,  1998 

1 .  Significant  Accounting  Policies 

(a)  Reporting  Entity 

These  financial  statements  include  the  accounts  of  organizations  which  are  accountable  for  the  administra¬ 
tion  of  their  financial  affairs  and  resources  either  to  a  minister  of  the  government  or  directly  to  the  Legislature, 
and  are  owned  or  controlled  by  the  government.  Accountability  to  a  minister  or  directly  to  the  Legislature,  for 
purposes  of  the  reporting  entity,  does  not  include  those  entities  that  are  part  of  a  province-wide  program  yet  are 
locally  based  and  have  an  initial  accountability  to  a  local  board. 

A  list  of  organizations  included  in  these  consolidated  financial  statements  may  be  found  on  A51-A52. 

Trusts  administered  by  the  government  or  a  government  organization  are  excluded  from  the  government 
reporting  entity. 

(b)  Principles  of  Consolidation 

The  accounts  of  the  organizations,  except  those  designated  as  government  enterprises,  are  consolidated  af¬ 
ter  adjusting  them  to  a  basis  consistent  with  the  accounting  policies  described  below.  Inter-organization  ac¬ 
counts  and  transactions  are  eliminated  upon  consolidation. 

A  government  enterprise  is  an  organization  that: 

(i) is  a  separate  legal  entity  with  the  power  to  contract  in  its  own  name  and  that  can  sue  or  be  sued 

(ii) has  been  delegated  the  financial  and  operational  authority  to  carry  on  a  business 

(hi)  sells  goods  and  services  to  individuals  and  organizations  outside  the  government  reporting  entity  as 
its  principal  activity 

(iv)can,  in  the  normal  course  of  its  operation,  maintain  its  operations  and  meet  its  liabilities  from  reve¬ 
nue  received  from  sources  outside  the  government  reporting  entity. 

Government  enterprises  are  recorded  on  the  modified  equity  basis.  Under  this  basis,  the  government’s  in¬ 
vestment  is  initially  recorded  at  cost  and  adjusted  annually  to  include  the  net  earnings/losses  and  other  net  eq¬ 
uity  changes  of  the  enterprise  without  adjusting  them  to  conform  with  the  accounting  policies  described  below. 
Since  the  government  ensures  the  ongoing  activities  of  government  enterprises,  full  account  is  taken  of  losses  in 
these  enterprises,  even  when  the  cumulative  losses  exceed  the  original  investment. 

Inter-enterprise  accounts  and  transactions  are  not  eliminated.  However,  profit  elements  included  in  such 
transactions,  including  certain  increases  in  contributed  surplus,  are  eliminated. 

No  adjustments  are  made  for  organizations  whose  fiscal  year-ends  are  different  from  the  government’s  fis¬ 
cal  year-end  of  March  31,  unless  the  effect  of  an  adjustment  would  be  significant  to  the  consolidated  operating 
results. 

( c )  Basis  of  Accounting  and  Specific  Policies 

The  government’s  Summary  Financial  Statements  are  prepared  in  accordance  with  the  accounting  policies 
described  below  and  on  a  basis  consistent  with  that  of  the  preceding  year.  For  these  financial  statements,  the  gross 
basis  of  accounting  is  followed;  in  particular,  recoveries  are  reported  as  revenue. 

Basis  of  Accounting 

The  accrual  basis  of  accounting  is  used,  which  is  specifically  expressed  as  follows; 
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Notes  to  Summary  Financial  Statements 
for  the  Fiscal  Year  Ended  March  31,  1998 — Continued 


Revenue 

All  revenues  are  recorded  on  an  accrual  basis  except  when  the  accruals  cannot  be  determined  with  a 
reasonable  degree  of  certainty  or  when  their  estimation  is  impracticable.  The  exception  is  corporation  in¬ 
come  tax,  which  is  recorded  on  a  cash  basis. 

Tax  credits/offsets  are  accrued  on  the  same  basis  as  the  associated  tax  revenues.  Commissions  expense 
relating  to  revenue  generated  accounts  receivable  is  recorded  as  a  revenue  offset. 

Expenses 

The  cost  of  all  goods  and  services  received  during  the  year  is  recorded  as  expenses  of  the  province. 

Grants  (which  include  forgivable  loans)  are  recorded  when  disbursement  of  the  funds  has  been  author¬ 
ized.  Contributions  are  recorded  at  the  earlier  of; 

(i) the  date  payment  has  been  authorized  or 

(ii) the  date  on  which  performance  conditions  are  achieved  by  the  recipient  under  provisions  of  a  stat¬ 
ute,  contract  or  agreement. 

Authorized  contributions  relating  to  retroactive  wage  settlements  are  recorded  as  expenses  of  the  pe¬ 
riod  during  which  the  seiwices  were  provided. 

Acquisitions  of  capitalized  tangible  capital  assets  are  recorded  as  assets  and  the  cost  is  amortized  over 
the  useful  life  of  the  assets.  Tangible  assets  acquired,  not  yet  part  of  a  capitalized  group  of  assets,  are  ex¬ 
pensed  in  the  year  of  acquisition. 

Assets 

Assets  are  economic  resources  controlled  by  government  as  a  result  of  past  transactions  and  events  from 
which  future  economic  benefits  may  be  obtained. 

Assets  have  three  essential  characteristics: 

(i) they  embody  a  future  benefit  that  involves  a  capacity,  singly  or  in  combination  with  other  assets,  to 
provide  future  net  cash  flows,  or  to  provide  services 

(ii) the  government  can  control  access  to  the  benefit 

(iii)  the  transaction  or  event  giving  rise  to  the  government’s  right  to,  or  control  of,  the  benefit  has  already 
occurred. 

Assets  are  recorded  to  the  extent  that  they  represent  cash  and  claims  upon  outside  parties;  items  held 
for  resale  to  outside  parties;  a  prepaid  expense,  deferred  charge  or,  tangible  capital  assets  acquired  as  a  re¬ 
sult  of  events  and  transactions  prior  to  the  year-end. 

In  September  1995,  Treasury  Board  approved  a  policy  to  proceed  on  the  capitalization  of  tangible  capital  as¬ 
sets  using  a  phased-in  or  “step-by-step”  approach.  The  approved  process  is  to  capitalize  and  amortize  those 
classes  of  assets  for  which  estimated  or  actual  values  can  be  readily  ascertained. 

Tangible  capital  assets  do  not  include: 

(i)  assets  acquired  by  Right,  such  as  Crown  lands,  forests,  water  and  mineral  resources 

(ii)  assets  paid  for  by  other  parties,  such  as  the  federal  government. 
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Tangible  capital  assets  are  physical  assets  that  are  acquired,  constructed  or  developed  and: 

(i) are  held  for  use  in  the  production  or  supply  of  goods  and  services 

( ii )  have  useful  lives  extending  beyond  an  accounting  period  and  are  intended  to  be  used  on  a  continuing  basis 

(iii) are  not  intended  for  sale  in  the  ordinary  course  of  operations. 

Liabilities 

All  liabilities  are  recorded  to  the  extent  that  they  represent  claims  payable  to  outside  parties  as  a  result 
of  events  and  transactions  prior  to  the  year-end,  including:  probable  losses  on  loan  guarantees  issued  by  the 
government;  contingent  liabilities  when  it  is  likely  a  liability  exists  and  the  amount  of  the  liability  can  be  rea¬ 
sonably  determined  on  an  individual  or  portfolio  basis;  and,  unfunded  pension  liabilities. 

Foreign  Currency  Translation 

Monetary  assets  and  liabilities  denominated  in  foreign  currencies  are  translated  to  Canadian  dollars  at 
the  exchange  rate  prevailing  at  the  year-end.  Foreign  currency  transactions  are  translated  at  the  exchange 
rate  prevailing  at  the  date  of  the  transaction  unless  hedged  by  forward  contracts  that  specify  the  rate  of  ex¬ 
change.  Adjustments  to  revenue  or  expense  transactions  arising  as  a  result  of  foreign  currency  translation 
are  credited  or  charged  to  operations  at  the  time  the  adjustments  arise.  Unrealized  foreign  currency  gains 
and  losses  on  long-term,  fixed-term  monetary  assets  and  liabilities  are  reported  as  deferred  charges  and 
amortized  over  the  remaining  terms  of  the  related  items  on  a  straight-line  basis.  Non-monetary  assets  and 
liabilities  are  translated  at  historical  rates  of  exchange. 

Derivative  Financial  Instruments 

The  province  is  a  party  to  financial  instruments  with  off-balance  sheet  risk  due  to  fluctuations  in  for¬ 
eign  currency  exchange  rates,  interest  rate  fluctuations  and  counterparty  default  on  financial  obligations. 
Off-balance  sheet  position  data  is  given  in  the  form  of  nominal  principal  amounts  outstanding.  Amounts 
paid  and  received  under  swaps  are  recognized  and  offset  against  the  related  interest  expense.  Gains  and 
losses  on  terminated  derivative  contracts  are  deferred  and  amortized  over  the  lessor  of  the  remaining  term 
of  the  contract  or  the  related  debt. 

Concessionary  Loans  and  Mortgages 

Loans  and  mortgages  that  are  made  at  a  rate  of  interest  below  the  government’s  borrowing  rate  for  an 
equivalent  term  are  considered  concessionary.  Concessionary  loans  and  mortgages  are  recorded  at  their  net 
present  value  (net  of  grant  component)  less  any  provision  required  for  doubtful  collection.  Present  value 
discounts  are  recorded  as  grant  expenses.  Principal  repayments  of  concessionary  loans  and  mortgages  will 
be  applied  to  the  reduced  loan  or  mortgage  balance  (net  present  value)  and  then  recorded  as  revenue  (re¬ 
covery  of  a  grant)  when  received. 

Valuation  Allowances 

Valuation  allowances,  such  as  provisions  for  doubtful  accounts  and  provisions  for  reduction  in  value  of 
investments,  are  included  as  expenses  on  the  Statement  of  Operations.  Corporation  income  tax,  personal 
income  tax  and  property  tax  are  recorded  net  of  tax  credits  and  adjustments  that  are  based  on  revised  assess¬ 
ments  of  actual  tax  revenue  of  previous  taxation  years.  Tax  credits  and  adjustments  are  not  considered  valua¬ 
tion  allowances. 
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Specific  Policies 

Cash  and  Temporary  Investments 

Cash  balances  are  shown  after  deducting  outstanding  cheques  issued  prior  to  the  year-end. 

Temporary  investments  include  short-term  investments  recorded  at  the  lower  of  cost  or  market  value. 
Temporary  investments  consist  mainly  of  units  in  the  Province  of  British  Columbia  Pooled  Investment  Port¬ 
folio  money  market  funds.  Units  are  carried  at  the  lower  of  cost  of  acquisition  adjusted  by  income  attributed 
to  the  units,  or  market  value. 

Warehouse  Program  Investments 

Warehouse  Program  investments  include  investments  held  within  the  Warehouse  BoiTowing  Program.  Tem¬ 
porary^  invesUnents  within  this  program  are  short-term  investments  recorded  at  the  lower  of  cost  or  market  value. 

Accounts  Receivable 

All  amounts  receivable  (including  any  trade  receivables  from  government  organizations  and  enterprises) 
at  the  year-end  for  work  performed,  goods  supplied  and/or  services  rendered  are  recorded  as  revenue  or  re¬ 
coveries  of  the  fiscal  year.  Valuation  allowances  are  provided  where  collectibility  is  considered  doubtful. 

Inventories 

Inventories  comprise  items  held  for  resale  and  are  recorded  at  the  lower  of  cost  or  net  realizable  value. 
Inventories  of  supplies  are  charged  to  the  respective  programs  when  the  cost  is  incurred. 

Property  consists  of  land  which  has  been  purchased,  or  for  which  development  costs  have  been  in¬ 
curred,  that  is  held  for  ultimate  resale  or  lease  to  outside  parties.  It  is  recorded  at  the  lower  of  cost  or  net  real¬ 
izable  value. 

Due  from  Other  Governments 

Amounts  due  from  other  governments  include  loans  and  advances  outstanding  at  the  year-end. 
Equity  in  Government  Enterprises 

Equity  in  government  enterprises  represents  the  government’s  investment  (including  long-term  advances) 
in  those  government  enterprises  at  cost,  adjusted  for  increases  and  decreases  in  the  investees’  net  assets. 

Eoans,  Advances  and  Mortgages  Receivable 

Loans,  advances  and  mortgages  receivable  are  recorded  at  cost  less  adjustment  for  any  prolonged  im¬ 
pairment  in  value.  Mortgages  receivable  are  secured  by  real  estate  and  are  repayable  over  periods  ranging 
up  to  thirty  years.  Valuation  allowances  are  made  when  collectibility  is  considered  doubtful. 

Other  Investments 

Other  investments  are  recorded  at  the  lower  of  cost  of  acquisition  adjusted  by  attributed  income,  or 
market  value. 

Eiscal  Agency  Eoan  Program 

Fiscal  Agency  Loan  Program  consists  of  loans  made  to  government  bodies,  and  cash  and  temporary  in¬ 
vestments  set  aside  for  the  specific  purpose  of  loaning  to  government  bodies.  Loans  are  recorded  at  maturity 
value  less  unamortized  discounts  and  sinking  fund  balances.  Discounts  are  amortized  on  a  True  Constant 
Yield  basis. 
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Loans  for  purchase  of  assets,  recoverable  from  agencies  is  the  category  used  to  record  the  loans  recover¬ 
able  from  self-supporting  government  enterprises.  Loans  for  purchase  of  assets,  recoverable  through  fu¬ 
ture  appropriations  is  used  to  record  the  loans  recoverable  from  organizations  dependent  on  funds 
provided  out  of  government  appropriations. 

Other  Assets 

Other  assets  include  prepaid  program  costs.  Prepaid  program  costs  represent  expenses  made  during 
the  fiscal  year  for  work  to  be  performed,  goods  to  be  supplied,  services  to  be  rendered  or  contractual  obliga¬ 
tions  to  be  fulfilled  by  outside  parties  in  a  subsequent  fiscal  year.  These  costs  also  include  inventories  of  oper¬ 
ating  materials  held  in  the  Purchasing  Commission  and  Queen’s  Printer  warehouses  pending  distribution 
in  a  subsequent  fiscal  year. 

Also  included  in  other  assets  are  certain  deferred  charges. 

Tangible  Capital  Assets 

Tangible  capital  assets  are  recorded  at  historical  cost. 

Estimated  cost  is  used  to  record  existing  tangible  capital  assets  when  actual  cost  is  unknown. 

Tangible  capital  asset  costs  include  all  costs  directly  attributable  to  the  acquisition,  construction,  devel¬ 
opment  or  installation  of  the  tangible  capital  asset. 

All  significant  tangible  capital  assets  of  government  organizations  and  operations  have  been  capitalized 
with  the  exception  of  land  held  by  the  Consolidated  Revenue  Fund  other  than  parkland,  and  highway  infra¬ 
structure.  Non-capitalized  tangible  capital  assets  are  recorded  at  the  nominal  value  of  $1.  Government  tan¬ 
gible  capital  assets  include  computer  software. 

Costs  incurred  which  lengthen  the  remaining  life  of  the  related  asset  (replacements  and  betterments) 
are  applied  to  the  asset’s  accumulated  amortization  account. 

A  lease  which  transfers  substantially  all  the  benefits  and  risks  incident  to  ownership  of  property  to  the 
province  (capital  lease)  is  recorded  as  an  acquisition  of  a  tangible  capital  asset  and  incursion  of  a  liability  at 
the  inception  of  the  lease.  The  lesser  of  the  present  value  of  the  minimum  lease  payments  and  the  property’s 
fair  value  at  the  beginning  of  the  lease  is  recorded  as  the  asset  cost  and  liability  at  that  time. 

The  recorded  cost,  less  the  residual  value,  is  amortized  over  the  estimated  useful  life  of  the  assets. 
Accounts  Payable  and  Accrued  Liabilities 

All  amounts  payable  (including  any  trade  payables  to  government  enterprises)  for  work  performed, 
goods  supplied,  services  known  to  have  been  rendered  or  for  charges  incurred  in  accordance  with  the  terms 
of  a  contract  are  recorded  as  part  of  the  expenses  of  the  fiscal  year. 

Due  to  Other  Governments 

Amounts  due  to  other  governments  represent  liabilities  incurred  due  to  advances  and  loans  from  other 
governments. 

Due  to  Crown  Corporations,  Agencies  and  Funds 

Amounts  due  to  Crown  corporations,  agencies  and  funds  represent  liabilities  incurred,  other  than 
trade  payables,  which  are  payable  in  the  following  year. 
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Deferred  Revenue 

Deferred  revenue  represents  amounts  received  or  receivable  prior  to  the  year-end  relating  to  revenue 
that  will  be  earned  in  subsequent  fiscal  years. 

Unfunded  Pensio7i  Liabilities 

Unfunded  pension  liabilities  represent  the  unfunded  portion  of  pensions  to  be  provided  to  public  sec¬ 
tor  employees.  The  percentage  of  the  unfunded  portion  of  certain  statutory  pension  plans,  which  are 
funded  by  the  province,  is  included.  The  amount  is  calculated  using  the  Accrued  Benefit  Actuarial  Cost 
Method.  Pension  fund  surplus  balances  are  not  included. 

Changes  in  the  unfunded  liability  for  pension  plans  which  arise  as  a  result  of  estimation  adjustments 
due  to  experience  gains  and  losses  and  changes  in  actuarial  assumptions  are  amortized  over  the  expected  av¬ 
erage  remaining  service  life  of  the  related  employee  group.  Gains  or  losses  arising  as  a  result  of  plan  amend¬ 
ments  are  recognized  in  full  in  the  year  of  amendment. 

Public  Debt 

Public  debt  represents  direct  debt  obligations  of  the  Province  of  British  Columbia,  including  amounts 
used  for  government  operating  purposes,  the  Fiscal  Agency  Loan  Program  and  the  Warehouse  Program. 
These  obligations  are  recorded  at  principal  less  unamortized  discounts  and  sinking  fund  balances  where  ap¬ 
plicable. 

The  Fiscal  Agency  Loan  Program  represents  debt  obligations  incurred  for  the  purpose  of  re-lending  to 
authorized  government  bodies.  The  amounts  will  then  be  repaid  through  the  operations  of  the  agencies  or 
through  amounts  advanced  to  the  agencies  by  the  government  from  future  appropriations. 

The  Warehouse  Program  represents  debt  incurred  at  beneficial  terms  to  provide  for  anticipated  future 
needs  of  government  and  the  Fiscal  Agency  Loan  Program.  Proceeds  are  invested  until  funds  are  needed. 
Swaps  may  be  transacted  for  hedging  the  debt  issued,  to  ensure  that  funds  are  available  at  prevailing  market 
rates  of  interest  at  the  time  the  monies  are  needed, 

The  Matched  Book  Program  is  designed  to  take  advantage  of  arbitrage  opportunities  available  in  the 
market  where  the  province  may  borrow  at  a  given  interest  rate  and  invest  proceeds  at  a  higher  interest  rate, 
subject  to  profit  targets  and  investment  quality  parameters.  Interest  payments  and  interest  income  may  be 
swapped  to  effectively  lock-in  the  interest  rate  spread. 

Discounts  are  amortized  on  a  True  Constant  Yield  basis.  Unamortized  discount  on  bonds  called  and  re¬ 
financed  is  amortized  over  the  remaining  life  of  the  old  debt,  or  the  life  of  the  new  debt,  whichever  is  shorter. 

When  it  has  been  determined  that  there  are  sufficient  securities  to  satisfy  scheduled  interest  and  princi¬ 
pal  payments  for  a  bond  issue,  the  sinking  fund  assets  are  transferred  to  the  province  and  are  set  aside  in  an 
irrevocable  defeased  trust  account.  The  province  legally  assumes  responsibility  for  all  future  interest  and 
principal  payments.  The  debt  and  the  related  securities  used  to  extinguish  the  debt  are  removed  from  the 
province’s  Balance  Sheet.  The  debt  is  considered  extinguished  for  financial  reporting  purposes. 

Other  Debt 

Other  debt  represents  debt  obligations  owed  to  external  organizations  including  Canada  Mortgage 
and  Housing  Corporation,  various  financial  institutions,  and  financiers  of  capital  leases. 
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Guaranteed  Debt 

Guaranteed  debt  represents  that  debt  of  municipalides  and  other  local  governments,  private  enter¬ 
prises  and  individuals,  and  debt  and  minority  interests  of  provincial  Crown  corporations,  which  has  been  ex¬ 
plicitly  guaranteed  or  indemnified  by  the  government,  under  the  authority  of  a  statute,  as  to  net  principal  or 
redemption  provisions.  Valuation  allowances  are  made  when  probable  losses  can  be  reasonably  estimated. 

A  valuation  allowance  provision  is  established  to  provide  for  the  probable  losses  on  loan  guarantees  is¬ 
sued  by  the  government.  The  amount  of  the  provision  is  determined  by  the  loss  experience  of  the  guarantee 
program  and  is  sufficient  to  meet  the  expected  payout  of  the  guarantee  to  the  lender.  The  provision  is  re¬ 
corded  as  an  expense  in  the  year  the  guarantee  is  issued  and  is  adjusted  as  necessary  to  ensure  it  equals  the 
expected  payout  of  the  guarantee. 

Gains  and  Losses  on  Disposal  of  Tangible  Capital  Assets 

Gains  and  losses  from  the  disposal  of  tangible  capital  assets  (being  the  difference  between  net  disposal 
proceeds  and  the  net  carrying  value)  are  accounted  for  each  year  as  a  component  of  net  revenue.  Gains  and 
losses  on  disposal  of  tangible  capital  assets  are  reflected  in  operating  results  since  the  gain  or  loss  is,  in  sub¬ 
stance,  an  adjustment  to  amortization  previously  charged. 

Commitments 

Commitments  represent  future  obligations  of  the  government  for  capital  contracts  and  extraordinary 
program  commitments,  to  the  extent  of  contracts  and  agreements  in  place  at  the  year-end. 

Comparatives 

Certain  of  the  comparative  figures  for  the  previous  year  have  been  restated  to  conform  with  the  current 
year’s  presentation.  These  restatements  have  had  no  effect  on  the  operating  results  or  fund  balances  as  pre¬ 
viously  reported  except  as  specifically  noted. 


2.  Measurement  Uncertainty 

Uncertainty  in  the  determination  of  the  amount  at  which  an  item  is  recognized  in  the  financial  statements  is 
known  as  measurement  uncertainty.  Uncertainty  exists  whenever  estimates  are  used  because  it  is  reasonably  pos¬ 
sible  that  there  could  be  a  material  variance  between  the  recognized  amount  and  another  reasonably  possible 
amount. 

Measurement  uncertainty  in  these  financial  statements  exists  in  the  accruals  for  pension  obligations  and 
Canada  Health  and  Social  Transfer  (CHST)  and  personal  income  tax. 

The  nature  of  the  uncertainty  in  the  pension  accrual  arises  because  actual  results  may  differ  significantly 
from  the  province’s  best  estimates  of  expected  results  based  on  variables  such  as  earnings  on  pension  invest¬ 
ments  and  life  expectancy  of  claimants.  Uncertainty  related  to  the  accrual  for  CHST  and  personal  income  tax 
arises  because  of  the  possible  differences  between  the  estimated  and  actual  economic  growth  and  related  impact 
on  taxes  receivable. 

The  future  profitability  of 552513  British  Columbia  Ltd  is  uncertain  due  to  the  volatility  of  world  pulp  prices 
and  the  impact  of  that  on  Skeena  Cellulose  Inc  (majority  owned  by  552513  British  Columbia  Ltd). 
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3.  Cash  and  Temporary  Investments 


Cash  (cheques  issued  in  excess  of  funds  on  deposit) 
Temporary  investments . 


4.  Warehouse  Program  Investments 


Temporary  investments . 

Deferred  charges . 

Less:  accrued  interest  payable 


5.  Accounts  Receivable 


Taxes  receivable . 

Trade  accounts  receivable . 

Accrued  interest . 

Less:  provision  for  doubtful  accounts 


6.  Inventories 


In  Millions 


1998 

1997 

$ 

$ 

190 

(125) 

1,108 

1,223 

1,298 

1,098 

In  Millions 

1998 

1997 

$ 

$ 

214 

101 

2 

216 

101 

(4) 

(1) 

212 

100 

In  Millions 

1998 

1997 

$ 

$ 

1,519 

1,970 

653 

523 

401 

343 

2,573 

2,836 

(294) 

(258) 

2,279 

2,578 

In  Millions 

1998 

1997 

$ 

$ 

46 

44 

2 

3 

Properties  for  resale 
Other . 


48 


47 


A  34 


PROVINCE  OF  BRITISH  COLUMBIA 


Notes  to  Summary  Financial  Statements 
for  the  Fiscal  Year  Ended  March  31,  1998 — Continued 


7.  Due  from  Other  Governments 

In  Millions 
1998  1997 


$ 

$ 

Government  of  Canada: 

.  198 

128 

1 

Provincial  governments: 

Uiirrpnt  . 

.  32 

12 

Local  governments: 

Current . 

.  5 

24 

235 

165 

^Local  governments  are  municipal  units  established  by  the  provincial  government.  They  include  regional  and  metropolitan  munici¬ 
palities,  cities,  towns,  townships,  districts,  rural  municipalities  and  villages. 


8.  Equity  in  Government  Enterprises 


1 


552513  British  Columbia  Ltd^ . 

B.C.  Community  Financial  Services  Corporation 

British  Columbia  Hydro  and  Power  Authority . 

British  Columbia  Lottery  Corporation . 

British  Columbia  Railway  Company . 

Columbia  Power  Corporation . 

Insurance  Corporation  of  British  Columbia . 

Provincial  Capital  Commission . 

W.L.C.  Developments  Ltd . 


Change  in  Equity  in  Government  Enterprises 


Balance — beginning  of  year 
Increase  for  the  year . 

Balance — end  of  year . 


In  Millions 

1998 

1997 

Investments 

and  Amoimts 

Unremitted 

Due 

Earnings 

Total 

Total 

$ 

$  ^ 

s 

$ 

(28) 

(28) 

7 

(1) 

6 

6 

369 

1,241 

1,610 

1,482 

41 

41 

15 

258 

909 

1,167 

1,128 

152 

4 

156 

103 

224 

224 

212 

15 

15 

15 

16 

16 

14 

827 

2,380 

3,207 

2,975 

In  Millions 

1998 

1997 

Investments 

and  Amounts 

Unremitted 

Due 

Earnings 

Total 

Total 

$ 

$ 

% 

$ 

661 

2,314 

2,975 

2,964 

166 

66 

232 

11 

827 

2,380 

3,207 

2,975 

’  See  pages  A56-A58  for  details. 

This  company  owns  shares  in  Skeena  Cellulose  Inc. 
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9.  Loans,  Advances  and  Mortgages  Receivable 


Loans  and  advances . 

Mortgages  receivable . 

Less:  provision  for  doubtful  accounts 


10.  Other  Investments 


Investments . 

1 1 .  Loans  for  Purchase  of  Assets,  Recoverable  from  Agencies 


552513  British  Columbia  Ltd^ . 

British  Columbia  Hydro  and  Power  Authority 

British  Columbia  Railway  Company . 

Columbia  Power  Corporation . 

Improvement  districts . 

Pacific  Racing  Association . 

Post  secondary  education  institutions . 

Regional  hospital  districts . 


^This  company  owns  shares  in  Skeena  Cellulose  Inc. 


12.  Other  Assets 


In  Millions 


1998 

1997 

$ 

$ 

276 

275 

27 

27 

303 

302 

(137) 

(145) 

166 

157 

In  Millions 

1998 

1997 

$ 

$ 

360 

288 

In  Millions 

1998  1997 

$ 

% 

3 

6,616 

6,641 

475 

375 

3 

4 

3 

5 

6 

144 

154 

387 

379 

7,634 

7,561 

In  Millions 

1998 

1997 

$ 

$ 

76 

83 

162 

139 

Prepaid  program  costs 
Deferred  charges . 


238 


222 
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13.  Loans  for  Purchase  of  Assets,  Recoverable 
through  Future  Appropriations 


Capital  Project  Certificate  of  Approval  Program 

Post  secondary  education  institutions . . . 

Regional  hospital  districts . 

School  districts . 


14.  Tangible  Capital  Assets 


1,2 


In  Millions 


Land . 

Buildings . 

Vehicles . 

Ferries . 

Specialized  equipment . 

Computer  hardware  and  software 
Other . 


Statement  of  Tangible  Capital  Assets  on  Page  A59. 


ing  furniture  and  equipment)  (5-20  years) . 


15.  Accounts  Payable  and  Accrued  Liabilities 


Trade  accounts  payable  and  other  liabilities 

Accrued  interest  on  Public  Debt . 

Accrued  employee  leave  entitlements . 

Other  accrued  estimated  liabilities^ . 


1998 

1997 

$ 

$ 

155 

171 

1,309 

1,345 

646 

677 

2,908 

2,771 

5,018 

4,964 

In  Millions 

1998 

1997 

Net  Book 

Net  Book 

Value 

Value 

$ 

s 

511 

494 

1,276 

1,287 

17 

20 

745 

682 

1,545 

1,548 

235 

231 

96 

94 

4,425 

4,356 

;  vehicles  (5  years) ;  ferries  and  i 

;  (3-10  years);  and  other  (incln 

In  Millions 

1998 

1997 

$ 

% 

1,163 

1,113 

786 

715 

183 

197 

375 

492 

2,507 

2,517 

Including  pending  litigation,  provision  for  guaranteed  debt  payout  and  other  miscellaneous  accrued  claims. 
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16.  Due  to  Other  Governments 


Government  of  Canada: 

Ciirrent . 

Long-term . 

Provincial  governments: 

Cnrrent . 

Local  governments:^ 

Cnrrent . 

Long-term . 


In  Millions 


palities,  cities,  towns,  townships,  districts,  rural  municipalities  and  villages. 


17.  Due  to  Crown  Corporations,  Agencies  and  Funds 


British  Columbia  Liquor  Distribution  Branch 

Columbia  Power  Corporation . 

Post  secondary  education  institutions . 

Health  care  organizations . 

Trust  funds . 


18.  Deferred  Revenue 


Medical  Services  Plan  premiums . 

Motor  vehicle  licences  and  permits . 

Petroleum,  natural  gas  and  minerals,  leases  and  fees. 

Water  rentals  and  recording  fees . 

Derivative  debt  instruments . 

Vehicle  fleet  disposition . . . 

Miscellaneous . 


1998 

1997 

$ 

$ 

117 

69 

1 

7 

6 

54 

56 

52 

73 

230 

205 

gional  and  metropolitan  munic 

In  Millions 

1998 

1997 

$ 

$ 

6 

11 

43 

27 

45 

47 

8 

47 

44 

149 

129 

In  Millions 

1998 

1997 

$ 

$ 

58 

55 

148 

142 

26 

24 

80 

84 

79 

111 

29 

159 

131 

579 


547 
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19.  Unfunded  Pension  Liabilities^ 

In  Millions 

1998  1997 

$  $ 


Public  Service  Pension  Plan^ . ^ .  288  335 

Members  of  the  Legislative  Assembly  Superannuation  Plan  . 7  7 

Municipal  Superannuation  Plan^ .  743  742 

Teachers’  Pension  Plan^ .  L750  1>779 


2,788  2,863 


^The  audited  financial  statements  of  each  pension  plan  listed,  along  with  descriptions,  benefit  formulas,  inflation  assumptions  and 
funding  policies,  are  published  on  the  Ministry  of  Finance  and  Corporate  Relations’  web  site.  Changes  in  the  unfunded  liability  are  amor¬ 
tized  over  the  employee  average  remaining  service  life  (EARSL)  at  the  time  of  the  actuarial  valuation. 

“The  liability  of  $438  million,  initially  recorded  for  the  Public  Service  Pension  Plan,  was  based  on  an  actuarial  valuation  dated  March  31, 
1990.  Since  then,  there  have  been  two  additional  actuarial  valtiadons  (March  31,  1993:  $140  million  liability;  EARSL  12  years  and  March  31, 
1996:  $209  million  surplus;  EARSL  1 1  years) .  The  decrease  in  the  unfunded  pension  liability  resulting  from  tbe  second  and  third  actuarial  valua- 
dons  totalled  $438  million  and  has  been  amortized  over  the  respective  EARSL  projected  in  drese  valuations.  Of  this  amount,  $150  million  have 
been  amordzed,  with  the  balance  of  $288  million  to  be  amortized  over  the  next  7  to  9  years.  The  expenditure  recovery  due  to  amortization  of  the 
change  in  unfunded  pension  liability  totalled  $37  million  for  1997/98.  In  accordance  with  legislative  provisions,  the  surplus  in  the  plan  will  be 
refunded  annually  over  a  15-year  period  to  the  employers,  commencing  with  1996/97.  For  1997/98,  the  refund  was  $17  million  (1996/97:  $17 
million)  and  treated  as  a  reduction  to  current  pension  expenditures.  In  1996/97,  the  Special  Retirement  Incentive  Program  was  introduced,  re- 
suldng  in  an  increase  of  $10  million  in  the  unfunded  pension  liability.  This  liability,  plus  addidonal  program  costs  of  $5  million  incurred  in 
1997/98,  was  paid  off  at  March  31, 1998. 

^An  actuarial  valuation  for  the  Members  of  the  Legislative  Assembly  Superannuation  Plan  has  not  been  performed.  The  unfunded  li¬ 
ability  is  based  on  an  estimate. 

^The  liability  of  $740  million,  initially  recorded  for  the  Municipal  Superannuation  Plan,  was  based  on  the  province’s  share  (70%)  of 
the  $1,057  million  liability  from  an  actuarial  valuation  dated  December  31,  1991.  Since  then,  there  has  been  one  additional  actuarial  valua¬ 
tion  (December  31, 1994:  total  $1,081  million  liability,  prorated  provincial  portion  $757  million  liability;  EARSL  10.7  years) .  The  difference 
between  the  initially  recorded  liability  and  the  most  recent  estimate  of  the  liability  is  $17  million  increase.  Of  this,  $3  million  have  been  amor¬ 
tized  and  the  unamortized  estimation  adjustment  of  $14  million  will  be  amortized  over  the  next  8.7  years.  The  amortization  of  the  change  in 
unfunded  pension  liability  increased  expenditures  by  $1  million  for  1997/98. 

^The  liability  of  $1,779  million,  initially  recorded  for  the  Teachers’  Pension  Plan,  was  based  on  an  actuarial  valuation  dated  December  31, 
1993.  Since  then,  there  has  been  one  additional  actuarial  valuation  (December  31, 1996:  $1,420  million  liability;  EARSL  12. 66  years).  The  differ¬ 
ence  between  the  initially  recorded  liability  and  the  most  recent  estimate  of  the  liability  is  $359  million  decrease.  Of  this,  $29  million  have  been 
amortized  and  the  unamortized  estimation  adjustment  of  $330  million  will  be  amortized  over  the  next  1 1.66  years.  The  expenditure  recovery 
due  to  amortization  of  the  change  in  unfunded  pension  liability  totalled  $29  million  for  1997/98. 
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20.  Public  Debt,  Used  for  Warehouse  Program  Investments 


In  Millions 

1998  1997 


Year  of 
Maturity 

Canadian 

Dollar 

Debt 

% 

Foreign 

Denominated 

Debt 

(CDN$) 

$ 

Total 

Canadian 

Dollars 

$ 

Weighted 
Average 
Effective  Rate 
Percent 

Total 

Canadian 

Dollars 

$ 

Weighted 
Average 
Effective  Rate 
Percent 

Notes  and  bonds .  2003-2008 

2008-2013 

210 

210 

6.00 

100 

9.25 

Total  debt  issued  at  face  value . 

210 

0 

210 

6.00 

100 

9.25 

Add: 

Unamortized  premium . 

2 

212 

100 

The  aggregate  amount  of  payments  estimated  to  be  required  in  each  of  the  next  five  fiscal  years  to  meet  re¬ 
tirement  provisions  is  nil.  Proceeds  from  Warehouse  Program  issues  are  held  as  Warehouse  Program  assets  until 
they  are  offlent. 

Additional  information  on  Public  Debt  can  be  found  on  pages  A60-A65. 
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21.  Public  Debt,  Used  for  Government  Operating  Purposes 

In  Millions 


1998 

1997 

Foreign 

Weighted 

Weighted 

Canadian 

Denominated 

Total 

Average 

Total 

Average 

Year  of 

Dollar 

Debt 

Canadian 

Effective  Rate 

Canadian 

Effective  Rate 

Maturity 

Debt 

(CDN$) 

Dollars^ 

Percent' 

Dollars' 

Percent' 

$ 

$ 

$ 

$ 

Short-term  promis- 

sory  notes .  1997-1998 

1,015 

1998-1999 

987 

74 

1,061 

987 

74 

1,061 

1,015 

Notes,  bonds  and  de- 

dentures .  1997-1998 

1,895 

7.20 

1998-1999 

2,198 

403 

2,601 

7.33 

2,627 

7.27 

1999-2000 

599 

1,293 

1,892 

5.55 

1,603 

4.53 

2000-2001 

1,352 

580 

1,932 

8.48 

1,268 

10.33 

2001-2002 

1,296 

197 

1,493 

7.97 

1,434 

7.89 

2002-2003 

267 

1,130 

1,397 

7.20 

1,202 

8.05 

2003-2008 

2,742 

1,292 

4,034 

7.44 

3,533 

7.33 

2008-2013 

1,553 

321 

1,874 

7.52 

955 

9.65 

2013-2018 

332 

332 

8.59 

332 

8.11 

2018-2023 

465 

465 

9.39 

465 

9.39 

2023-2028 

962 

962 

7.58 

737 

8.03 

2028-2033 

0 

0 

2099 

2 

2 

3 

11,768 

5,216 

16,984 

7.45 

16,054 

7.61 

Total  debt  issued  at  face  value . 

12,755 

5,290 

18,045 

17,069 

Less: 

Sinking  funds . 

(1,836) 

(1,664) 

16,209 

15,405 

Unamortized  discount . 

(100) 

(112) 

16,109 

15,293 

Amount  held  in  the  Consolidated  Revenue  Fund . 

(2) 

(2) 

16,107 

15,291 

The  balances  and  interest  rates  shown  above  reflect  the  impact  of  the  related  derivative  contracts. 


Short-term  promissory  notes 

Promissory  notes  outstanding  at  March  31,  1998,  mature  at  various  dates  to  December  16,  1998,  at  a 
weighted  average  effective  interest  rate  of  4.52%  (1997:  3.26%).  During  the  year,  $7,125  million  in  noteswere  is¬ 
sued  at  interest  rates  which  varied  between  2.61%  and  4.98%. 
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21.  Public  Debt,  Used  for  Government  Operating  Purposes — Continued 

Notes,  bonds  and  debentures 

Redeemable  by  the  bond  holder 

Balances  include  debentures  issued  to  the  Canada  Pension  Plan  totalling  $823  million  (1997;  $823  million) 
at  a  weighted  average  interest  rate  of  1 1.87%.  These  debentures  mature  at  various  dates  from  March  10,  2000  to 
June  10, 2012,  with  interest  rates  varying  between  9.04%  and  16.10%.  These  debentures  are  redeemable  in  whole 
or  in  part  before  maturity,  on  six  months’  prior  notice,  at  the  option  of  the  Minister  of  Finance  of  Canada,  subject 
to  certain  restrictions.  During  the  year,  no  Canada  Pension  Plan  debentures  were  issued.  Under  the  Canada  Pen¬ 
sion  Plan  legislation,  any  significant  amendment  to  benefits  or  contributions  requires  the  approval  of  the  legisla¬ 
ture  of  tvv^o-thirds  of  the  provinces.  When  Canada  Pension  Plan  contributions  exceed  benefits,  these  excess 
funds  are  loaned  to  the  provinces  in  proportion  by  residents  of  the  respective  provinces. 

Balances  include  5.4%  debentures,  due  December  4,  2026,  totalling  $90  million  (1997:  $90  million).  The 
holders  have  a  put  option  which,  if  exercised,  would  result  in  the  bond  maturing  on  December  4,  2002.  If  the  op¬ 
tion  is  not  exercised,  the  bond  will  be  redeemed  for  $112  million  (1997:  $112  million)  on  December  4,  2026,  and 
the  effective  rate  on  the  bond  will  be  7%  for  the  period  December  5,  2002  to  December  4,  2026. 

Balances  include  British  Columbia  Savings  Bonds  totalling  $1,560  million  (1997:  $1,976  million)  maturing 
at  dates  from  October  15, 1998  to  October  15,  2002,  and  with  effective  rates  of  3.35%  to  6.00%  are  redeemable  at 
par  by  the  holder  each  April  15  and  October  15  prior  to  maturity. 

Redeemable  by  the  province 

Issues  totalling  $252  million  (1997;  nil)  with  effective  rates  ranging  from  4.27%  to  4.82%  are  redeemable  at 
par  at  the  province’s  option  on  dates  ranging  from  August  23,  1998  to  July  13,  2009. 

Dual  Currency  Bonds 

Included  in  foreign  denominated  debt  are  dual  currency  bonds  issued  in  yen,  totalling  78,365  million  yen 
(1997:  58,365  million  yen),  and  repayable  in  US  dollars  totalling  $647  million  US  (1997:  $479  million  US).  The 
bonds  have  been  hedged  to  $869  million  (1997:  $641  million),  and  mature  at  dates  from  September  9,  1999  to 
September  18,  2000. 

Defeasances 

At  March  31,  1998,  sufficient  securities  had  been  set  aside  in  an  irrevocable  trust  to  satisfy  the  scheduled  in¬ 
terest  and  principal  payment  requirements  of  $97  million  (1997:  $103  million).  The  related  debt  is  considered 
extinguished  for  financial  reporting  purposes. 

Sinking  funds 

Included  in  sinking  funds’  balances  are  assets  totalling  $218  million  (1997;  $182  million)  invested  in  the  Matched 
Book  Program  and  assets  totalling  $1,618  million  (1997:  $1,482  million)  set  aside  for  orderly  repayment  of  debt. 

The  aggregate  amount  of  payments  estimated  to  be  required  in  each  of  the  next  five  fiscal  years  to  meet  sink¬ 
ing  fund  and  retirement  provisions  are: 


1999 

2000 
2001 
2002 
2003 


In  Millions 

Canadian 

Funds 

$ 

2,585 

2,008 

1,772 

1,328 

1,122 
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21.  Public  Debt,  Used  for  Government  Operating  Purposes — Continued 

Risk  management  and  derivative  financial  instruments 

The  province  borrows  funds  in  both  domestic  and  foreign  capital  markets,  and  manages  its  existing  debt 
portfolio  to  achieve  the  lowest  debt  cost.  As  a  result,  the  province  is  exposed  to  risks  associated  with  interest  rate 
fluctuations  and  foreign  exchange  rate  fluctuations.  In  accordance  with  risk  management  policy  guidelines  set 
by  the  Risk  Committee  of  the  Ministry  of  Finance  and  Corporate  Relations,  the  province  uses  a  variety  of  deriva¬ 
tive  financial  instruments  to  hedge  exposure  to  these  risks. 

Derivatives  used  by  the  province  include  interest  rate  swaps,  currency  swaps,  forward  exchange  contracts, 
forward  rate  agreements  and  options.  A  derivative  instrument  is  a  financial  contract  with  a  financial  institution  or 
counterparty  which  is  applied  to  effect  a  hedge  on  interest  rate  or  foreign  exchange  exposure  contained  in  the 
underlying  provincial  debt  instrument.  A  derivative  derives  value  from  the  impact  of  market  changes  on  the  un¬ 
derlying  hedged  debt  instrument.  All  derivative  instruments  entered  into  by  the  province  are  recorded  off-bal¬ 
ance  sheet  which  is  consistent  with  the  Canadian  Institute  of  Chartered  Accountants’  accounting  guidelines  for 
non-speculative  hedge  instruments. 

The  province  uses  derivative  contracts  to  manage  interest  rate  risk  by  exchanging  a  series  of  interest  pay¬ 
ments,  and  assuming  at  either  a  fixed  or  floating  rate  liability  to  a  counterparty,  based  on  a  notional  principal 
amount.  Derivatives  allow  the  province  to  alter  the  proportion  of  its  debt  held  in  fixed  and  floating  rate  form  to 
take  advantage  of  changes  in  interest  rates. 

The  province’s  current  policy  guidelines,  with  respect  to  the  combined  government  and  Financing  Authori¬ 
ties’  (FAs’)  debt  portfolio,  allow  floating  rate  debt  exposure  up  to  45%  of  net  debt.  At  March  31,  1998,  floating 
rate  debt  exposure  was  38.7%  of  net  debt  (1997:  23.9%). 

Foreign  exchange  risk  is  the  risk  that  the  province’s  debt  servicing  costs  and  principal  payments  will  fluctu¬ 
ate  due  to  changes  in  foreign  exchange  rates.  Within  specified  limits  set  by  policy,  the  province  and  provincial 
corporations,  will  assume  only  unhedged  exposure  to  US  dollars.  The  province  uses  derivative  contracts  to  hedge 
foreign  exchange  risk  by  converting  foreign  currency  principal  and  interest  cashflows  into  Canadian  or  US  dol¬ 
lar  cashflows. 

The  province’s  current  policy  guidelines,  with  respect  to  the  combined  government  and  FAs’  debt  portfolio, 
allow  unhedged  foreign  debt  exposure  up  to  10%  of  net  debt.  At  March  31, 1998,  4.6%  (1997:  4.7%)  of  net  debt 
was  unhedged  foreign  debt  in  US  dollars.  Currency  swaps  and  forward  exchange  contracts  were  primarily  used  to 
hedge  foreign  currency  debt. 

Credit  risk  is  the  risk  that  the  province  will  incur  financial  loss  due  to  a  counterparty  defaulting  on  its  finan¬ 
cial  obligation  to  the  province.  In  accordance  with  Risk  Committee  guidelines,  the  province  reduces  its  credit 
risk  by  dealing  with  only  highly-rated  counterparties.  The  province  also  establishes  limits  on  individual  counter¬ 
party  credit  exposures  and  monitors  these  exposures  on  a  regular  basis. 

Additional  information  on  Public  Debt  can  be  found  on  pages  A60-A65. 
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22.  Public  Debt,  Used  for  Loans  under  the  Fiscal  Agency  Loan  Program 


In  Millions 

1998 


1997 


Foreign 

Weighted 

Weighted 

Canadian 

Denominated 

Total 

Average 

Total 

Average 

Year  of 

Dollar 

Debt 

Canadian 

Effective  Rate 

Canadian 

Effective  Rate 

Maturity 

Debt 

(CDN$) 

Dollars^ 

Percent^ 

Dollars* 

Percent* 

$ 

$ 

$ 

$ 

Short-term  promis- 

S017  notes . 

1997-1998 

1,525 

1998-1999 

549 

857 

1,406 

549 

857 

1,406 

1,525 

Notes,  bonds  and  de¬ 

bentures . 

1997-1998 

333 

3.83 

1998-1999 

140 

140 

7.25 

144 

6.33 

1999-2000 

357 

606 

963 

5.32 

996 

4.33 

2000-2001 

171 

100 

271 

9.00 

272 

11.78 

2001-2002 

1,003 

1,003 

10.41 

1,044 

9.47 

2002-2003 

303 

397 

700 

10.02 

691 

10.37 

2003-2008 

2,604 

474 

3,078 

8.79 

2,729 

8.96 

2008-2013 

2,060 

150 

2,210 

9.42 

1,873 

10.01 

2013-2018 

1,948 

1,948 

8.43 

1,948 

8.43 

2018-2023 

1,012 

1,012 

10.00 

971 

10.00 

2023-2028 

1,349 

708 

2,057 

7.46 

1,866 

7.59 

2028-2033 

0 

0 

2033-2038 

425 

425 

6.49 

415 

7.25 

10,947 

2,860 

13,807 

8.59 

13,282 

8.53 

Total  debt  issued  at  face  value . 

11,496 

3,717 

15,213 

14,807 

Less: 

Sinking  funds .  (2,453) 

12,760 

Unamordzed  discount .  (108) 

12,652 


(2,170) 

12,637 

(112) 

12,525 


^The  balances  and  interest  rates  shown  above  reflect  the  impact  of  the  related  derivative  contracts. 

Short-term  promissory  notes 

Promissory  notes  outstanding  at  March  31,  1998,  mature  at  various  dates  to  December  16,  1998,  at  a 
weighted  average  effective  interest  rate  of  5.49%  (1997:  4.82%).  During  the  year,  $7,140  million  in  notes  were  is¬ 
sued  at  interest  rates  which  varied  between  2.61%  and  5.70%. 

Notes,  bonds  and  debentures 

Redeemable  by  the  bond  holder 

Balances  include  debentures  issued  to  the  Canada  Pension  Plan  totalling  $2,998  million  (1997:  $3,132  mil¬ 
lion)  at  a  weighted  average  interest  rate  of  11.55%.  These  debentures  mature  at  various  dates  from  March  10, 
2000  to  July  10,2012,  with  interest  rates  varying  between  9.04%  and  17.51%.  These  debentures  are  redeemable 
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22.  Public  Debt,  Used  for  Loans  under  the  Fiscal  Agency  Loan  Program  Continued 

in  whole  or  in  part  before  maturity,  on  six  months’  prior  notice,  at  the  option  of  the  Minister  of  Finance  of  Can¬ 
ada  subject  to  certain  restrictions.  During  the  year,  no  Canada  Pension  Plan  debentures  were  issued.  Under  Can- 
ada’Pension  Plan  legislation,  any  significant  amendment  to  benefits  or  contributions  requires  the  approval  of  the 
legislature  of  two-thirds  of  the  provinces.  When  Canada  Pension  Plan  contributions  exceed  benefits,  these  ex¬ 
cess  funds  are  loaned  to  the  provinces  in  proportion  by  residents  of  the  respective  provinces. 

Balances  include  5.40%  debentures,  due  December  4,  2026,  totalling  |10  million  (1997:  $10  million).  The 
holders  have  a  put  option  which,  if  exercised,  would  result  in  the  bond  maturing  on  December  4,  2002.  If  the  op¬ 
tion  is  not  exercised,  the  bond  will  be  redeemed  for  $13  million  (1997:  $13  million)  on  December  4,  2026,  and 
the  effective  rate  on  the  bond  will  be  7.00%  for  the  period  December  5,  2002  to  December  4,  2026. 

Exchangeable  bonds 

Balances  include  9.75%  debentures,  due  May  15,  2001,  totalling  $243  million  (1997:  $284  million)  which 
are  exchangeable  at  the  holders’  option  for  an  equal  principal  amount  of  9.95%  debentures  due  May  15,  2021, 
during  the  period  March  15  to  April  15  of  each  year  from  1998  to  1999,  inclusive. 

Dual  currency  bonds 

Included  in  foreign  denominated  debt  are  dual  currency  bonds  issued  in  yen,  totalling  18,635  million  yen 
(1997:  18,635  million  yen),  and  repayable  in  US  dollars  totalling  $150  million  US  (1997:  $150  million  US).  The 
bonds  have  been  hedged  to  $200  million  (1997:  $200  million),  and  mature  at  dates  from  September  9,  1999  to 
February  29,  2000. 

Defeasances 

At  March  31, 1998,  sufficient  securities  had  been  set  aside  in  an  irrevocable  trust  to  satisfy  the  scheduled  in¬ 
terest  and  principal  payment  requirements  of  $723  million  (1997:  $797  million).  The  related  debt  is  considered 
extinguished  for  financial  reporting  purposes. 

The  aggregate  amount  of  payments  estimated  to  be  required  in  each  of  the  next  five  fiscal  years  to  meet  sink¬ 
ing  fund  and  retirement  provisions  are: 


In  Millions 

Canadian 

Funds 

$ 


1999 

2000 
2001 
2002 
2003 


293 

1,162 

360 

802 

557 


S^^Note  21  for  information  on  Risk  Management  and  Derivative  Financial  Instruments.  In  addition,  under 
current  policy  guidelines  for  British  Columbia  Hydro  and  Power  Authority  (BC  Hydro) ,  the  maximum  floating 
rate  debt  exposure  is  40%  of  net  debt.  At  March  31 , 1998,  floating  rate  debt  exposure  for  BC  Hydro  was  29.9%  of 
net  debt.  Under  current  policy  guidelines  for  BC  Hydro,  the  maximum  unhedged  foreign  debt  exposure  is  36% 
of  net  debt.  At  March  31,  1998,  32.9%  of  net  debt  was  in  the  form  of  unhedged  foreign  debt  in  US  dollars.  Cur¬ 
rency  swaps  and  forward  exchange  contracts  were  primarily  used  to  hedge  foreign  currency  debt. 

Additional  information  on  Public  Debt  can  be  found  on  pages  A60— A65. 
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23.  Other  Debt 

In  Millions 


1998 

1997 

$ 

$ 

Bank  loans . 

.  3 

3 

Mortgages . 

.  122 

111 

125 

114 

24.  Net  Deficiency 

In  Millions 

1998 

1997 

$ 

$ 

Net  deficiency — beginning  of  year^ . 

.  9,780 

9,027 

Consolidated  net  expense  for  the  year^ . 

.  432 

753 

Adjustment^ . 

.  17 

Net  deficiency — end  of  year . 

.  10,229 

9,780 

^Parkland,  ferries  and  ferry  landings,  and  personal  computers  in  the  Consolidated  Revenue  Fund  were  capitalized  in  1997/98.  This 
change,  which  has  been  applied  retroactively,  decreased  the  net  deficiency  at  April  1, 1996  by  $161  million  and  net  expense  by  $15  million  in 
1996/97. 

“Adjustment  is  required  to  include  the  Legal  Services  Society  as  a  consolidated  entity.  Its  opening  net  deficit  for  the  year  ended  March 
31,  1998,  was  $17  million. 


25.  Contingencies  and  Commitments 

(a)  Guaranteed  Debt 

In  Millions 
1998  1997 

Net  Net 

Outstanding  Outstanding 


Municipalities  and  other  local  governments .  3  3 

Health  and  education .  87  149 

Government  services .  14  5 

Economic  development .  159  100 

Utilities .  617  837 

Total . .  880  1,094 

Less: 

Amounts  included  as  investments  within  the  consolidated  entity .  (1) 

Provision  for  probable  payout .  (18)  (31) 

862  1,062 

(b)  Contingent  Liabilities 

(i)  Litigation  and  Other  Claims 


The  government  is  a  defendant  in  legal  actions  and  is  involved  in  matters  such  as  expropriation 
compensation  disputes  and  tax  assessment  appeals.  These  matters  may  give  rise  to  future  liabilities. 

These  potential  liabilities  are  accrued  when  it  is  likely  that  a  liability  exists  and  the  amount  of  the 
liability  can  be  reasonably  estimated  on  an  individual  or  portfolio  basis  (wNote  15 — Other  accrued 
estimated  liabilities) . 
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25.  Contingencies  and  Commitments — Continued 

See  Note  25  to  the  Consolidated  Revenue  Fund  Financial  Statements  section  of  the  Public  Ac¬ 
counts  for  details. 

(ii)  Other  Contingent  Liabilities 

The  government  also  has  contingent  liabilities  in  the  form  of  indemnities,  indirect  guarantees 
and  outstanding  claims.  Where  indemnities  are  for  explicit  quantifiable  loans,  the  amounts  are  in¬ 
cluded  in  the  guaranteed  debt  note  above. 

Under  the  Criminal  Injury  Compensation  Act,  the  government  is  responsible  for  providing  com¬ 
pensation  to  victims  of  crime  in  British  Columbia,  for  offences  described  in  the  Act.  A  liability  of  $77 
million  (1997:  $75  million)  has  been  accrued  based  on  the  estimated  cost  of  periodic  future  pay¬ 
ments  for  claims. 

The  government  operates  and  indemnifies  pre-funded  self-insurance  programs  to  cover  claims 
against  school  districts  and  colleges,  hospitals  and  other  health  care  agencies,  and  certain  social  serv¬ 
ice  providers.  A  liability  of  $42  million  (1997:  $38  million)  has  been  accrued  based  on  the  estimated 
ultimate  cost  of  settling  any  outstanding  claims. 

Under  current  pension  agreements,  the  government  is  responsible  for  payment  of  pensioners’ 
Medical  Services  Plan  and  Extended  Health  Care  premiums,  which  are  recorded  when  due. 

The  BC  Transportation  Financing  Authority  has  $45  million  (1997:  $51  million)  in  contingent  li¬ 
abilities  resulting  from  claims  outstanding  from  its  capital  projects. 

(iii)  Aboriginal  Land  Claims 

The  absence  of  treaties  in  British  Columbia  has  resulted  in  a  number  of  outstanding  aboriginal 
land  claims  across  the  province.  The  provincial  position  is  that  these  claims  should  be  resolved 
through  negotiation,  not  litigation.  Most  First  Nations  agree  that  the  negotiation  of  claims  is  the 
better  way  to  resolve  this  issue. 

A  formal  process  for  treaty  negotiations  in  British  Columbia  has  been  agreed  to  amongst  the 
province,  Canada  and  the  First  Nations  Summit.  Negotiations  commenced  in  1994.  The  province  an¬ 
ticipates  that  these  negotiations  will  result  in  modern-day  treaties  defining  the  boundaries  and  na¬ 
ture  of  First  Nations  treaty  settlement  lands  and  rights  and  ensure  a  more  stable  environment  for 
resource  development  in  British  Columbia. 

The  British  Columbia  Treaty  Commission  facilitates  treaty  negotiations  under  a  six-stage  nego¬ 
tiation  process.  As  of  May  31, 1998,  there  were51  First  Nations  in  the  process  representing  two-thirds 
of  the  bands  in  British  Columbia.  Thirty-six  of  the  51  First  Nations  were  in  the  Agreement  in  Princi¬ 
pal  stage  of  negotiations;  12  were  in  the  Framework  Agreement  stage  and  the  remaining  3  are  in  the 
Preparation  stage.  When  final  treaty  agreements  are  ratified,  the  provincial  costs  of  treaties  are  re¬ 
corded  in  the  Public  Accounts.  Costs  are  amortized  over  the  same  period  as  the  period  of  capital 
transfers  identified  in  the  final  agreements. 

A  provision  of  $2.2  million  has  been  made  in  the  1998/99  Estimates  for  the  amortization  of  the 
estimated  provincial  costs  of  the  anticipated  final  treaty  agreement  with  the  Nisga’a  in  northwestern 
British  Columbia. 

Since  the  Supreme  Court  of  Canada  decision  on  December  11, 1997,  of  Delgamuukw  v.  Her  Majesty 
the  Queen  in  Right  of  British  Columbia  and  Attorney  General  of  Canada,  there  has  been  an  increase  in  major 
cases  involving  aboriginal  rights. 

The  Delgamuukw  case  itself  set  out  a  framework  for  analyzing  aboriginal  title  but  did  not  find 
that  the  Gitxsan  and  We’tsuwet’en  First  Nations  held  aboriginal  title.  Instead,  the  court  sent  the  mat¬ 
ter  back  for  a  new  trial.  At  this  time,  the  Gitxsan  and  the  We’tsuwet’en  have  not  indicated  whether  or 
not  they  will  avail  themselves  of  such  a  trial. 
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25.  Contingencies  and  Commitments — Continued 

A  number  of  First  Nations,  including  the  Tsay  Keh  Dene  Indian  band,  the  Takla  Lake  Indian 
band,  the  Sechelt  Indian  band,  the  Cheslatta  Indian  band  and  the  Council  of  the  Haida  Nations  have 
initiated  actions  to  establish  aboriginal  title  over  their  traditional  territories  and  challenging  provin¬ 
cial  approvals  regarding  resource  extraction  in  those  territories.  These  actions  are  at  a  preliminary 
stage. 

In  another  action,  the  Te’Mexw  Treaty  Association  has  sought  to  prevent  the  province  from  deal¬ 
ing  with  interest  in  land  while  treaty  negotiations  relating  to  those  lands  are  in  progress. 

There  are  also  several  cases  such  as  Harry  v.  Her  Majesty  the  Queen  in  Right  of  British  Columbia^Nhich 
challenge  the  province’s  exclusive  ownership  of  roads  that  traverse  reserves  and  are  seeking  compen¬ 
sation  for  the  use  of  those  roads. 

(c)  Commitments 

The  government  has  ongoing  operational  commitments  to  fund  a  variety  of  programs  for  public  welfare  in¬ 
cluding  health,  education,  social  services,  protection  of  persons  and  properties,  and  management  of  natural  re¬ 
sources.  In  addition,  the  government  normally  contracts  out  construction  or  maintenance  of  its  roads,  bridges 
and  buildings.  All  these  ongoing  operational  commitments  are  detailed  in  the  Estimates  published  yearly  and 
are  not  repeated  in  this  note.  Any  significant  non-operating  commitments  (less  than  five  years  duration  costing 
more  than  $50  million)  and  their  completion  costs  are  detailed  in  this  note. 

In  accordance  with  an  Agreement  signedjuly  27, 1995,  the  province  will  invest  $50  million  annually,  for  ten 
years,  beginning  the  1996/97  fiscal  year,  with  the  Columbia  Power  Corporation  (the  Corporation)  and  the  Co¬ 
lumbia  Basin  Trust  (the  Trust),  for  equity  investment  in  power  projects.  The  disbursement  of  the  funds  is  con¬ 
trolled  by  Treasury  Board  through  approval  of  individual  project  budgets  and  Joint  venture  agreements.  The 
payments  in  the  first  five  years  will  be  made  to  the  Corporation  and  the  payments  in  the  second  five  years  will  be 
made  to  the  Trust,  except  that  the  Trust  will  also  receive  a  payment  in  the  fifth  year  equal  to  one-half  the  book 
value  of  the  hydro-electric  expansion  rights,  and  the  payment  to  the  Corporation  in  the  fifth  year  will  be  reduced 
by  an  equal  amount. 

On  October  15, 1993,  the  government  declared  part  of  the  Tatshenshini/Alsek  region  a  class  “A”  provincial 
park.  On  August  18,  1995,  the  government,  Geddes  Resources  Limited  (the  registered  and  beneficial  owner  of 
claims  in  that  area) ,  and  Royal  Oak  Mines  Inc,  signed  a  Heads  of  Agreement.  The  agreement  provided  for  com¬ 
pensation  for  lost  mineral  claims  of  $29  million  which  has  been  paid.  It  also  provided  for  a  conditional  economic 
development  grant  (maximum  $137  million  over  14  years,  of  which  $125  million  have  been  paid)  for  develop¬ 
ment  of  a  mine  at  another  site.  The  economic  development  component  is  contingent  on  the  corporation’s  fulfill¬ 
ing  requirements  in  the  development  of  a  mine  and  is  recorded  as  a  liability  as  the  relevant  conditions  are  met. 
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26.  Taxation  Revenue 


Personal  income . 

Corporation  income . 

Social  service . 

Property . 

Other . 

Total  taxation  revenue . 

27.  Expense  by  Group  Account  Classification 


Grants  and  contributions... 

Salaries  and  benefits . 

Operating  costs . 

Amortization^ . 

Debt  servicing . 

Other . 

Total  operating  expense 


In  Millions 


1998 

1997 

$ 

$ 

5,362 

5,289 

1,140 

1,347 

3,262 

3,063 

1,702 

1,659 

1,974 

1,988 

13,440 

13,346 

In  Millions 

1998  1997 

$ 

$ 

16,180 

15,825 

2,590 

2,811 

2,289 

2,224 

513 

629 

2,198 

2,219 

253 

173 

24,023 

23,881 

^Amortization  expense  also  includes  assets  acquired  during  the  year  and  expensed  because  they  are  not  yet  part  of  the  capitalized 
group  of  assets  (sccNote  I,  Specific  Policies).  The  amount  of  these  acquisitions  for  the  current  year  was  $224  million  (1997:  $359  million). 
The  actual  amortization  expense  as  reported  on  the  Statement  of  Tangible  Capital  Assets  {seeA59)  was  $289  million  (1997:  $270  million). 


28.  Expense  Due  to  Valuation  Allowances 


Accounts  receivable . 

Investments  in  and  amounts  due  from  Crown  corporations  and  agencies 
Loans,  advances  and  mortgages  receivable . 


In  Millions 


1998 

1997 

$ 

$ 

21 

25 

9 

4 

11 

11 

41 

40 

These  amounts  are  included  in  expense  and  represent  the  write  down  of  assets  in  the  above  categories. 
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30.  Net  Liabilities 


Consolidated  Net  (Expense)  for  the  year . 

Amortization  of  tangible  capital  assets . 

Acquisition  of  tangible  capital  assets . 

Consolidated  Net  (Expenditure)  for  the  year . 

Net  liabilities,  beginning  of  year . 

Loans  made  during  the  year  for  purchasing  assets . 

Adjustment^ . 

Net  liabilities,  end  of  year . 

Net  liabilities  represented  by: 

Net  equity  (deficiency) . 

Loans  for  purchase  of  assets,  recoverable  through  future  appropriations 
Tangible  capital  assets . 


In  Millions 


1998 

1997 

$ 

$ 

(432) 

289 

(358) 

(753) 

270 

(1,141) 

(501) 

(1,624) 

(19,100) 

(54) 

(17) 

(17,222) 

(254) 

(19,672) 

(19,100) 

(10,229) 

(5,018) 

(4,425) 

(9,780) 

(4,964) 

(4,356) 

(19,672) 

(19,100) 

^Adjustment  is  required  to  include  Legal  Services  Society  as  a  consolidated  entity.  Its  opening  net  deficit  for  the  year  ended  March  31 , 
1998  was  $17  million. 


31.  Trust  Funds 

Amounts  held  and  administered  in  trust  by  the  government  at  the  end  of  the  fiscal  year  totalled  $45,909  million 
(1997:  $40,334  million).  &^Note  28  to  the  Consolidated  Revenue  Eund  Financial  Statements  for  further  details. 


32.  Subsequent  Events 

On  May  13,  1998,  the  Legislative  Assembly  passed  Bill  4 — Capital  Financing  Authority  Repeal  and  Debt  Restruc¬ 
turing  Act  which.  repealed  the  Educational  Institution  Capital  Finance  Act  2ind  the  School  District  Capital  Finance  Act. 
Effective  April  1,  1998,  the  assets  and  liabilities  of  these  authorities  have  been  transferred  to  the  government  re¬ 
sulting  in  a  decrease  of  Fiscal  Agency  Loans  recoverable  through  future  appropriations  and  an  increase  in  Public 
Debt  used  for  government  operating  purposes  of  $4,352  million.  The  asset.  Prepaid  Capital  Advances,  will  be  es¬ 
tablished,  in  accordance  with  the  Financial  Administration  Act,  sec.  56.1  (2),  representing  the  existing  prepayment 
by  the  province  for  the  funding  of  capital  acquisitions  of  school  districts  and  post-secondary  institutions. 

Onjune  19, 1998,  Bill  36 — GreaterVancouver  Transportation  Authority  Act  (GVTA)  was  introduced  to  the  Legis¬ 
lative  Assembly  which  repealed  the  Hospital  District  Finance  Authority  and  sections  of  the  British  Columbia  Transit 
Act.  This  legislation  provides  for  the  transfer  of  responsibility  for  local  transportation  in  the  Vancouver  area  from 
British  Columbia  Transit  and  the  province  to  the  GVTA  effective  fiscal  1998/99.  The  GVTA  has  been  provided 
with  taxing  authority  in  order  to  fund  its  activities.  The  legislation  also  provides  for  the  transfer  of  responsibility 
from  the  Greater  Vancouver  Regional  Hospital  District  to  the  province  for  the  capital  financing  of  hospitals  in 
the  Greater  Vancouver  region.  The  government-supported  debt  for  capital  financing  of  hospitals  outside  the 
Greater  Vancouver  region  has  also  been  transferred  to  the  province.  These  changes  will  result  in  a  decrease  of 
Fiscal  Agency  Loans  recoverable  through  future  appropriations  and  an  increase  in  Public  Debt  used  for  govern¬ 
ment  operating  purposes.  The  asset.  Prepaid  Capital  Advances,  will  be  established  representing  the  existing  pre¬ 
payment  by  the  province  for  the  capital  funding  of  hospitals. 
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Summary  Financial  Statements 
Statement  of  Organizations  and  Enterprises 
for  the  Fiscal  Year  Ended  March  31,  1998 

Government  Organizations 
Recorded  on  a  Consolidated  Basis 


Consolidated  Revenue  Fund 
Health  Sector 

B.C.  Health  Care  Risk  Management  Society 
British  Columbia  Health  Research  Foundation 
British  Columbia  Regional  Hospital  Districts  Financing  Authority 
Health  Facilities  Association  of  British  Columbia 

Education  Sector 

British  Columbia  Educational  Institutions  Capital  Financing  Authority 
British  Columbia  School  Districts  Capital  Financing  Authority 
Industrial  Training  and  Apprenticeship  Commission^ 

Natural  Resources  and  Economic  Development  Sector 

B.C.  Games  Society 

B.C.  Pavilion  Corporation 

British  Columbia  Enterprise  Corporation 

British  Columbia  Securities  Commission 

British  Columbia  Trade  Development  Corporation 

Columbia  Basin  Trust 

Creston  Valley  Wildlife  Management  Authority  Trust  Eund 
Discovery  Enterprises  Inc 

Downtown  Revitalization  Program  Society  of  British  Columbia 
Duke  Point  Development  Limited 
Fisheries  Renewal  BC^ 

Forest  Renewal  BC 

Okanagan  Valley  Tree  Fruit  Authority 
Pacific  National  Exhibition 
Science  Council  of  British  Columbia 
Tourism  British  Columbia^ 

Transportation  Sector 

BC  Transportation  Financing  Authority 

British  Columbia  Ferry  Corporation 

British  Columbia  Rapid  Transit  Company  Ltd 

British  Columbia  Transit 

Victoria  Line  Ltd 

West  Coast  Express  Limited 

Social  Services  Sector 

British  Columbia  Housing  Management  Commission 
Provincial  Rental  Housing  Corporation 
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Summary  Financial  Statements 
Statement  of  Organizations  and  Enterprises 
for  the  Fiscal  Year  Ended  March  31,  1998 — Continued 

Government  Organizations 
Recorded  on  a  Consoudated  Basis — Continued 


Other  Sector 

B.C.  Festival  of  the  Arts  Society 

British  Columbia  Arts  Councir 

British  Columbia  Assessment  Authority 

British  Columbia  Buildings  Corporation 

British  Columbia  Heritage  Trust 

British  Columbia  Systems  Corporation 

First  Peoples’  Heritage,  Language  and  Culture  Council 

Legal  Services  Society^ 


Government  Enterprises 
Recorded  on  a  Modified  Equity  Basis 


552513  British  Columbia  Ltd^’^ 

B.C.  Community  Financial  Semces  Corporation 
BCIF  Management  Ltd^ 

British  Columbia  Hydro  and  Power  Authority 
British  Columbia  Liquor  Distribution  Branch 
British  Columbia  Lottery  Corporation 
British  Columbia  Railway  Company 
Columbia  Power  Corporation 
Insurance  Corporation  of  British  Columbia 
Provincial  Capital  Commission 
W.L.C.  Developments  Ltd^ 


Hhese  organizations  were  established  during  the  current  year. 

The  Legal  Services  Society  is  included  in  the  Summary  Financial  Statements  starting  in  the  current  year  because  of  changes  to  its  gov- 
ernmg^legislation.  Legal  Services  Society  now  meets  the  definition  of  a  fully  consolidated  entity. 

ofjune  1, 1998,  W.L.C.  Developments  Ltd  has  changed  its  name  to  British  Columbia  Assets  and  Land  Corporation. 

Mhis  company  owns  shares  in  Skeena  Cellulose  Inc. 


Summary  Financial  Statements 
Balance  Sheet  by  Sector 
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Consolidated  Revenue  Fund. 

■Represents  sectoral  adjustments  to  conform  to  government  accounting  policies  and  to  eliminate  transactions  between  sectors,  and  between  sectors  and  the  Consolidated  Revenue  Fund. 
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Consolidated  Revenue  Fund.  The  “other  expense”  category  reported  in  Note  26  of  the  Consolidated  Revenue  Fund  Financial  Statements  was  $2,374  million  which  includes  $903  million 
in  debt  seivdcing  expense. 

“Represents  sectoral  adjustments  to  conform  to  government  accounting  policies  and  to  eliminate  transactions  between  sectors,  and  beUveen  sectors  and  the  Consolidated  Revenue  Fund. 
Amortization  expense  also  includes  assets  acquired  during  the  year  and  expensed  because  they  are  not  yet  part  of  the  capitalized  group  of  assets  (iccNote  1,  Specific  Policies).  The  amount 
of  these  acquisitions  for  the  current  year  was  $224  million.  The  actual  amortization  expense  as  reported  on  the  Statement  of  Tangible  Capital  Assets  (sccA59)  was  $289  million. 
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Adjustments  and  eliminations 

Unamortized  gain  on  debt  defeasance .  (2)  (2 

Equity  in  government  enterprises  1997/98 .  1,764  224  0  1,167  48  16  (12)  3,207 

Equity  in  government  enterprises  1996/97 .  1,585  212  0  1,128  21  14  15  2,975 
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A  variety  of  interest  rate  swaps  and  foreign  currency  swaps  have  been  entered  into  by  the  province  in  order  to  effectively  manage  exposure  to  fluctua¬ 
tions  in  interest  rates  and  foreign  currency  rates. 
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Fixed  to  floating,  French  Franc — 

CDN$ .  2010  1  321  1,363 

Fixed  to  floating,  French  Franc — 

US$ .  2007  1  291  1,500 
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Fixed  to  floating,  Yen— CDN$....  2000  1  340  24,131 

Fixed  to  floating,  French  Franc — 

CDN$ .  2010  1  150  637 

Floating  to  floating,  US$ — CDN$  2005  1  69  50 

Floating  to  floating.  Yen — US$...  2005  1  50  5,000 
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Summary  Financial  Statements 
Schedule  of  Impact  of  Change  in  Reporting  Entity 
on  the  Balance  Sheet 
as  at  March  31,  1998 

(Unaudited) 


In  Millions 
1998 


Summary 

Adjust¬ 

Net 

Statements^  S.U.C.H.^ 

ments^ 

Total^ 

Effect 

Assets 

$ 

$ 

$ 

$ 

$ 

Cash  and  temporary  investments . 

1,298 

1,009 

2,307 

1,009 

Warehouse  Program  investments . 

212 

212 

Accounts  receivable . 

2,279 

203 

(218) 

2,264 

(15) 

Inventories . 

48 

26 

74 

26 

Due  from  the  Province  of  British  Columbia  ... 

132 

(132) 

Due  from  other  governments . 

235 

55 

290 

55 

Equity  in  government  enterprises . 

3,207 

3,207 

Loans,  advances  and  mortgages  receivable . 

166 

4 

170 

4 

Other  investments . 

Loans  for  purchase  of  assets,  recoverable  from 

360 

687 

1,047 

687 

agencies . 

7,634 

(530) 

7,104 

(530) 

Other  assets . 

Loans  for  purchase  of  assets,  recoverable 

238 

78 

1 

317 

79 

through  future  appropriations . 

5,018 

(5,018) 

(5,018) 

Tangible  capital  assets . 

4,425 

8,012 

(2) 

12,435 

8,010 

25,120 

10,206 

(5,899) 

29,427 

4,307 

Liabilities  and  Net  Equity 

Accounts  payable  and  accrued  liabilities . 

2,507 

1,042 

(195) 

3,354 

847 

Due  to  other  governments . 

230 

15 

245 

15 

Due  to  Crown  corporations,  agencies  and  funds . 

149 

127 

(118) 

158 

9 

Due  to  Province  of  British  Columbia . 

57 

(57) 

Deferred  revenue . 

579 

391 

970 

391 

Unfunded  pension  liabilities . 

Public  debt,  used  for  Warehouse  Program  invest¬ 

2,788 

2 

2,790 

2 

ments  . 

212 

212 

Public  debt,  used  for  government  operating 

purposes . 

Public  debt,  used  for  loans  under  the  Fiscal 

16,107 

5,528 

21 

21,656 

5,549 

Agency  Loan  Program . 

12,652 

(5,548) 

7,104 

(5,548) 

Other  debt . 

125 

155 

280 

155 

35,349 

7,317 

(5,897) 

36,769 

1,420 

Net  equity  (deficiency) . 

(10,229) 

2,889 

(2) 

(7,342) 

2,887 

25,120 

10,206 

(5,899) 

29,427 

4,307 

^See  Summary  Financial  Statements,  Balance  Sheet,  on  page  A23. 

“School  districts.  Universities,  Colleges  and  institutes.  Health  care  organizations  and  regional  hospital  districts.  It  also  includes  adjust¬ 
ments  to  conform  to  government  accounting  policies  and  to  eliminate  transactions  that  occurred  within  the  S.U.C.H.  entities. 

^Represents  adjustments  to  eliminate  transactions  that  occurred  between  the  S.U.C.H.  entities  and  other  consolidated  entities  in¬ 
cluded  in  the  Summary  Financial  Statements. 

^Represents  Summary  Financial  Statements  based  on  the  1995/96  reporting  entity. 
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PROVINCE  OF  BRITISH  COLUMBIA 


Summary  Financial  Statements 
Schedule  of  Impact  of  Change  in  Reporting  Entity 
on  the  Statement  of  Operations 
for  the  Fiscal  Year  Ended  March  31,  1998 

(Unaudited) 


In  Millions 
1998 


Summary 

Adjust¬ 

Net 

Statements^  S.U.C.H.^ 

ments^ 

Total^ 

Effect 

Revenue 

$ 

$ 

$ 

$ 

% 

Taxation . 

13,440 

112 

(1) 

13,551 

111 

Natural  resources . 

2,681 

2,681 

Fees  and  licences . 

2,027 

852 

(30) 

2,849 

822 

Investment  earnings . 

583 

111 

(480) 

214 

(369) 

Miscellaneous . 

489 

703 

(51) 

1,141 

652 

Contributions  from  the  provincial  government/ 

government  enterprises . 

1,260 

9,599 

(9,599) 

1,260 

Contributions  from  the  federal  government .. 

1,931 

134 

2,065 

134 

Recoveries . 

1,114 

(19) 

1,095 

(19) 

Total  revenue . 

23,525 

11,511 

(10,180) 

24,856 

1,331 

Expense 

Health . 

7,364 

4,743 

(4,287) 

7,820 

456 

Social  services . 

3,181 

3,181 

Education . 

5,787 

6,172 

(5,433) 

6,526 

739 

Protection  of  persons  and  property . 

950 

950 

Transportation . 

1,699 

1,699 

Natural  resources  and  economic  development . 

1,566 

1,566 

Other . 

921 

921 

General  government . 

357 

357 

Debt  servicing . 

2,198 

493 

(507) 

2,184 

(14) 

Total  operating  expense . 

24,023 

11,408 

(10,227) 

25,204 

1,181 

Net  operating  expense  for  the  year . 

(498) 

103 

47 

(348) 

150 

Non-Operating  Transactions 

Increase  (decrease)  in  unremitted  earnings  of 

government  enterprises . 

66 

66 

Consolidated  Net  (Expense)  for  the  Year . 

(432) 

103 

47 

(282) 

150 

^56"^  Summary  Financial  Statements,  Statement  of  Operations  on  page  A24. 

^Refers  to  School  districts,  Universities,  Colleges  and  institutes.  Health  care  organizations  and  regional  hospital  districts.  It  also  in 
eludes  adjustments  to  conform  to  government  accounting  policies  and  to  eliminate  transactions  that  occurred  within  the  S.U.C.H.  entities. 

Represents  adjustments  to  eliminate  transactions  that  occurred  between  the  S.U.C.H.  entities  and  other  consolidated  entities  in 
eluded  in  the  Summary  Financial  Statements. 

Represents  Summary  Financial  Statements  based  on  the  1995/1996  reporting  entity. 
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5^6' Summary  Financial  Statements,  Statement  of  Operations  by  Sector  on  page  A55. 

■Represents  Hospital  Societies,  Community  Health  Service  Societies,  Regional  Health  Boards,  Health  Regions  and  Community  Health  Councils. 
^Represent  adjustments  to  eliminate  transactions  that  occurred  between  these  organizations. 

^Does  not  include  additional  expenses  in  the  amount  of  $3,025  million  (1997:  $3,896  million)  made  by  the  government  for  health. 
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Se^’ Summary  Financial  Statements,  Statement  of  Operations  by  Sector  on  page  A55. 

■Represent  adjustments  to  eliminate  transactions  that  occurred  between  these  organizations. 

^Does  not  include  additional  expenses  in  the  amount  of  $330  million  ( 1997:  $337  million)  made  by  the  government  for  education. 
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